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MONDAY, MARCH 5, 1951 


Hovust or Representatives, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DrraRTMENTS, 
Washington, D. C. 

The subcommitee met, pursuant to call, in room 1015, New House 
Office Building, Hon. Herbert C. Bonner (chairman of the subecommit- 
tee) presiding. 

Present : Representatives Bonner, Lantaff, Harden, Brownson, and 
Curtis. 

Also present : William L. Dawson, of Illinois; Thomas A. Kennedy, 
general counsel, and Herbert Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. First we will 
hear from Mr. Thomas A. Kennedy, general counsel of the full com- 
mittee. 

Mr. Kennepy. The subcommittee, on February 6, 1951, continued its 
inquiry into the disposals under the war-surplus program. At the 
direction of the subcommitee during the latter part of 1950, the Gen- 
eral Accounting Office initiated a study of disposals of overseas surplus 
property. It was the sense of the subcommittee then, as now, that 
a searching inquiry should be had into this program in view of the 
Korean conflict and the nec essity for an improved procedure in surplus 
disposals. The subcommittee during this period has learned much 
concerning the mechanics of the surplus program, and it is to be hoped 
that shortly recommendations for remedial legislation of benefit to the 
Congress wil be drafted. 

For the benefit of bringing some light on the activities within the 
surplus-property trade, the subcommittee has subpenaed Mr. Sinclair 
Robinson, of New York City, to appear before them here this morning. 
Mr. Robinson is present and ready to testify. 

Mr. Bonner. I would like to say, Mr. Robinson, for your informa- 
tion that the subcommittee has summoned you here to ask you to 
cooperate with us in ascertaining the manner under which certain 
trucks came into this country—trucks and automotive parts—that were 
formerly property of the United States and were given to the Ger- 
man Government. The subcommittee has no idea that you are im- 
plicated in anything improper whatsoever. We simply want to ask 
you a few questions, since certain of this property has appeared in 
ads that you are interested in. Will you be sworn? 

Mr. Roptnson. Yes. 

Mr. Bonner. Do you solemnly swear in the evidence you are about 
to give in the matters and inquiries now pending before this subcom- 
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mittee that you will tell the truth, the whole truth, and nothing but 


the truth? 
Mr. Rogrnson. I will. 
Mr. Bonner. The clerk will call the roll of the subcommittee. 
Mr. Smatu. Mr. Donohue. 
(There was no response.) 
Mr. Sma. Mr. Shelley. 
(There was no response.) 
Mr. SMALL. Mr. Fine. 
(There was no response.) 
Mr. Smauy. Mr. Lantaff. 
Mr. LantArr. Here. 
Mr. Smatu. Mr. Hoffman. 
(There was no response. ) 
Mr. Smatu. Mrs. Harden. 
Mrs. Harpen. Present. 
Mr. SmaAuu. Mr. Brownson. 
Mr. Brownson. Present. 
Mr. Smatyu. Mr. Curtis. 
Mr. Curtis. Present. 
Mr. Smautu. Mr. Bonner, chairman. 
Mr. Bonner. Present. 
A quorum is present, so the subcommittee will proceed. 


TESTIMONY OF SINCLAIR ROBINSON, ATTORNEY, NEW YORK CITY 


Mr. Bonner. Mr. Robinson, with respect to the ad that appeared in 
the New York Times on January 14, 1951, which you are familiar 
with 

Mr. Roprnson. Yes. 

Mr. Bonner. Where is the property referred to in your ad in the 
Times? 

Mr. Rogrnson. It isin Germany. 

Mr. Bonner. When did you buy it ? 

Mr. Rosrnson. I did not buy it. I just had an option on it. 

Mr. Bonner. Whom did you secure the “ew from ¢ 

Mr. Rogtnson. From Mr. George Mitchell. 

Mr. Bonner. Will you, for the record, before we proceed any fur- 
ther, tell us just who you are, identify yourself ? 

Mr. Roprnson. You mean you want my name ? 

Mr. Bonner. Yes, sir. 

Mr. Rosrnson. Sinclair Robinson, 745 Fifth Avenue, New York 
City. 

Mr. Bonner. And your business ? 

Mr. Roprnson. 1am a lawyer. 

Mr. Bonner. You are a lawyer? 

Mr. Rostnson. Yes. 

Mr. Bonner. And your associates ? 

Mr. Rozinson. I am by myself. 

Mr. Bonner. And I asked you from whom did you purchase the 
option ? 

Mr. Rosrnson. I didn’t purchase any option. I just had a friendly 
understanding. 

Mr. Bonner. Is that a binding option? 
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Mr. Roprnson. No; it is not. 

Mr. Bonner. From whom? 

Mr. Rozstnson. George Mitchell. 

Mr. Bonner. Who is George Mitchell ? 

Mr. Rozinson. He is associated with a Mr. Dawson. 

Mr. Bonner. Do you know Mr. Dawson’s full name ? 

Mr. Roztnson. George Dawson. 

Mr. Bonner. What is his address? 

Mr. Rosrnson. I really do not know. 

Mr. Bonner. Who is he? 

Mr. Ropsinson. He isan Englishman, 

Mr. Bonner. You say you do not know his address ? 

Mr. Ropstnson. No; he is in Paris. When he is in Paris he stays 
at the Continental Hotel. 

Mr. Bonner. That is his headquarters in Paris? 

Mr. Ropinson. Yes. 

Mr. Bonner. Does he visit this country ? 

Mr. Rorrnson. I do not know that he has ever visited this country. 

Mr. Bonner. Mr. Mitchell does ¢ 

Mr. Ropinson. I assume he has. I do not know. 

Mr. Bonner. Where is Mr. Mitchell’s residence ¢ 

Mr. Rosrnson. Same address. 

Mr. Bonner. Paris? 

Mr. Ropinson. Yes. 

Mr. Bonner. Is he an American citizen ? 

Mr. Rostnson. I do not know whether he is or not. I think he is 
an Argentine citizen. 

Mr. Bonner. So there was no financial arrangement as to the option 
you had on the material ? 

Mr. Rosrnson. No; there was not. 

Mr. Bonner. Was there a percentage arrangement ? 

Mr. Ropinson. Yes; there was. 

Mr. Bonner. Would you mind telling the committee ? 

Mr. Rozstnson. The percentage was that he would sell us the trucks 
at a certain specific sum and anything we sold above that sum we 
could keep for ourselves, 

Mr. Bonner. Did you handle the trucks as a retailer or a distributor, 
or were you representing him as an agent ? 

Mr. Rozsrnson. Well, we were not exactly agents. I had an option 
on the trucks. If I was able to dispose of them, fine; if I wasn’t there 
was no liability on my part. 

Mr. Bonner. Does the committee understand that you represented 
Mr. Mitchell as legal representative ? 

Mr. Rozrnson. No. 

Mr. Bonner. As a commercial representative ? 

Mr. Rosinson. That is right. 

Mr. Bonner. Your law firm represented him commercially ? 

Mr. Rozrnson. No; we didn’t represent him at all. We had an 
option on the trucks. If we could sell them, fine; if we couldn’t we 
had no obligation. 

Mr. Bonner. Have you sold any of these trucks? 

Mr. Roprnson. No; we haven't. 

Mr. Bonner. Have you received any of them in America? 

Mr. Roprnson. No; we haven't. 
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Mr. Bonner. Have you sold any parts, spare parts? 

Mr. Rogrnson. No, sir. 

Mr. Bonner. Back to Mr. Mitchell, is he connected with Mitchell & 
Co. of London England? 

Mr. Rosrnson. I don’t know. 

Mr. Bonner. And the price of the trucks and parts were specified 
to you under your option ¢ 

Mr. Rosrnson. That is right, sir. 

Mr. Bonner. And the price you were to sell them for was specified 
in the same way ? 

Mr. Rosrnson. No; we were able to put any price on them we 
wished. 

Mr. Bonner. And this wasn’t a formal contract? 

Mr. Rosrnson. No, sir; it wasn’t. 

Mr. Bonner. A verbal contract? 

Mr. Rosrnson. That is right. 

Mr. Bonner. Have you dealt in any other surplus property? 

Mr. Roprnson. Yes; we have. 

Mr. Bonner. Will you inform the committee and tell us just what 
your transactions were / 

Mr. Rostnson. We had some tooth brushes. We had some mess 
kits. We had some Halizone tablets, crocus cloth, also known as 
sandpaper. That is all I can think of at the moment. When I come 
to them I will be glad to tell you about them. 

Mr. Bonner. They were materials bought and sold here in Amer- 
ica? 

Mr. Roptnson. They were bought in Europe. Some were sold in 
Europe and some sold here. 

Mr. Bonner. Whom did you buy it from? 

Mr. Rosinson. From STEG and other people in Germany. 

Mr. Bonner. Who were your contacts in STEG? 

Let the record show that the chairman of the full committee, Mr. 
Dawson, of Illinois, is present. 

Mr. Rorrnson. I do not understand what you mean as to who were 
my contacts. 

Mr. Bonner. You said you bought it from STEG. 

Mr. Rogrnson. In a normal transaction, yes. 

Mr. Bonner. What is the name of the party you contacted ? 

Mr. Rostnson. The name of the person was a Mr. Lichtenberg or 
a Mr. Kohl. 

Mr. Bonner. Do you remember Mr. Lichtenberg’s first name? 

Mr. Roprnson. Heinz. 

Mr. Bonner. His address? 

Mr. Rogrnson. I can give you the address of the organization— 
43 Marien Street. They call it Strasse over there. It is in Stuttgart. 

Mr. Bonner. And the full name of the next gentleman that you 
dealt with? 

Mr. Roptnson. I do not know his first name. His name is Dr. 
Kohl. 

Mr. Bonner. And you imported what quantity ? 

Mr. Ropinson. Of what, sir? 

Mr. Bonner. The goods you have named that you purchased 
abroad ? 
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Mr. Rosrnson. We did not import them. We just sold them as is 
and where is in Germany. The people who purchased them from 
us imported them in here or sold het somewhere else. Some of this 
material went all over the world. 

Mr. Bonner. You did not yourself bring any in? 

Mr. Roginson. No, sir; we did not. 

Mr. Bonner. Did you sell any of it to the United States Govern- 
ment ¢ 

Mr. Rozinson. No; I did not, sir. 

Mr. Bonner. Under your option on this property, automobiles, 
trucks, and equipment, have you sold any of that to the armed services, 
the national defense, as is, where is, in Germany ¢ 

Mr. Rogrinson. No, sir; we did not. 

I thought of another item now—smoking pipes. 

Mr. Bonner. Sir? 

Mr. Ropsrnson. We imported some smoking pipes. 

Mr. Bonner. Your firm? 

Mr. Rosrinson. That is right. We brought them over for some- 
body else’s account. He refused to take them, and we took them 
ourselves and sold them over here. 

Mr. Bonner. Were they surplus? 

Mr. Roprnson. Yes. 

Mr. Bonner. Did you get a permit to bring that surplus back? 

Mr. Rosrnson. Yes, sir; we did. 

Mr. Bonner. Do you remember the year and the date? 

Mr. Rozinson. It was gotten last year, 1950. 

Mr. Bonner. Approximately what part of the year? 

Mr. Ropinson. I would say about August or September. 

Mr. Bonner. August or September of last year? 

Mr. Rosrnson. That is right. 

Mr. Bonner. That was solely smoking pipes? 

Mr. Rosrnson. That is right. 

Mr. Bonner. Nothing but pipes? 

Mr. Rosinson. Nothing but smoking pipes. 

Mr. Bonner. Was the tax waived on that or did you pay the tax? 

Mr. Rorrnson. I do not think there was any tax, sir, because they 
were surplus. 

Mr. Bonner. When I asked you whether you had dealt in any 
surplus property, any other surplus property, you said you had. You 
mean that your law firm you refer to had ¢ 

Mr. Rosrnson. No; we have a firm called Robinson, Hobbs & Co., 
Ine. 

Mr. Bonner. What is the nature of that business ? 

Mr. Rosinson. Ordinarily, we buy and sell businesses, operate 
businesses, 

Mr. Bonner. You say you sold these pipes abroad and let the pur- 
chaser get the permit to bring them in ¢ 

Mr. Rosrnson. Yes, sir. 

Mr. Bonner. Whom did you sell them to? 

Mr. Rostnson. The smoking pipes? 

Mr. Bonner. Yes. 

Mr. Roprnson. We sold one group of eps to a concern called Sun- 
ray. I think it isthe Sunray Drug Co. in Philadelphia. 

Mr. Bonner. Approximately what amount ? 
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Mr. Rosrnson. Fifty thousand. 

Mr. Bonner. Fifty thousand pipes? 

Mr. Rostnson. That is right, sir. 

Mr. Bonner. And you sold them as of where? 

Mr. Rosinson. You mean the location, where? 

Mr. Bonner. Yes. 

Mr. Rosrnson. New York. 

Mr. Bonner. You sold them as of New York? 

Mr. Rosrnson. That is right. 

Mr. Bonner. Then you imported them ? 

Mr. Rostnson. That is right ; we imported them. 

Mr. Bonner. And you delivered them? 

Mr. Rosinson. They took delivery in New York. 

Mr. Bonner. You got the permit of importation ? 

Mr. Rosinson. Only on the pipes. 

Mr. Bonner. From whom did you get the permit ? 

Mr. Rosrnson. I do not know. It was someone in my office who 
obtained the permit. I think it was from the Department of Com- 
merce. I am not sure. 

Mr. Bonner. Any questions, Mrs. Harden ? 

Mrs. Harpen. I was wondering. Over here he spoke of purchasing 
them from STEG and others. Do you recall whom the other people 
were that you purchased from ? 

Mr. Ropinson. We purchased other material from other people 
throughout Europe. It wasn’t always from STEG. 

Mrs. Harpven. Do you recall what you paid for the 50,000 pipest 

Mr. Roprnson. Two and a half cents apiece. 

Mrs. Harpen. For what did you sell them ? 

Mr. Roprnson. Ten cents apiece. 

Mrs. Harpen. Thank you. 


Mr. Bonner. Mr. Lantaff. 
Mr. Lanrarr. You stated, Mr. Robinson, that these surplus trucks 


which you advertised were located in Germany. Where in Germany 
were they located? 

Mr. Rosrnson. I am trying to think of the name of this German 
town, but I cannot think of it at the moment. 

Mr. Bonner. Would it be Kitzengen ? 

Mr. Rosrnson. That is right. They are also located in about six 
other locations, the names of which I do not recall, but all in Germany. 

Mr. Lantarr. Where is Kitzengen field ? 

Mr. Rostnson. It is not very far from Frankfurt. That is the only 
location I know of. ; 

Mr. Lantarr. You stated that you had an option from George 
Mitchell. Was that an exclusive option of the United States? 

Mr. Rostnson. No; I do not think it was. 

Mr. Lantarr. When you describe it as an option, what was the 
consideration flowing to Mitchell or what were the advantages accru- 
ing to Mitchell? 

Mr. Rostnson. There was no consideration except that we knew 
him, 

Mr. Lantarr. You knew him? 

Mr. Rosrnson. That is right. I used to see him all the time in Ger- 
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Mr. Lantarr. You have been in Germany yourself in connection 
with these transactions? 

Mr. Rostnson. That is right. 

Mr. Lantarr. Did you examine the property that you were adver- 
tising for sale here? 

Mr. Rosrnson. I did not myself, but one of my people did. 

Mr. Lantarr. What was the condition of that property ¢ 

Mr. Rogrnson. I would say it was in pretty bad condition. 

Mr. Lantarr. What do you mean by “pretty bad”? 

Mr. Roginson. They would not run unless you repaired them. 

Mr. Lanrarr. What repairs were necessary ¢ 

Mr. Rogrnson. Some of them needed tires; some of them needed 
new motors ; some of them needed batteries; some of them needed wind- 
shields. That was about all. 

Mr. Lanvarr. In general, would you say that they were operable 
with new batteries and tires? 

Mr. Rorinson. And repairs to the motors, different types—yes. 

Mr. Lanrarr. Were some of these trucks practically new vehicles? 

Mr. Rostnson. I do not think any of them were new vehicles. 

Mr. Lanrarr. It was your agreement to put them in good running 
condition prior to sale; is that right? 

Mr. Rogrnson. No; it wasn’t. 

Mr. Lantarr. I notice in your ad you state, “All will be put in good 
running condition by us at reasonable cost.” 

Mr. Rorsrnson. That is right. If a person wanted us to put them 
in condition, we would do that. 

Mr. Lantarr. Then you would charge the person additional sums 
for it? 

Mr. Rosrnson. That is right, sir. 

Mr. Lanvrarr. With reference to this option or agreement with 
Mitchell, how did this arrangement come about? Did you suggest 
it to Mitchell or did Mitchell suggest it to you? 

Mr. Rorrnson. As a matter of fact, I didn’t make the arrangement. 
Someone else from my office made it with him. 

Mr. Lantarr. Who was that? 

Mr. Ropinson. It was my brother. 

Mr. Lanrtarr. Is he in the Robinson-Hobbs Co. ? 

Mr. Roprnson. Yes; he is. 

Mr. Lantarr. The Robinson-Hobbs Co. is a corporation organized 
under the laws of New York State? 

Mr. Rosrnson. That is right, sir. 

Mr. Lantarr. Who are the principal stockholders in that company ? 

Mr. Rorrnson. I am. 

Mr. Lanrarr. You own a controlling interest? 

Mr. Roprnson. I own all the stock’ 

Mr. Lanrarr. You own all the stock? 

Mr. Rorrnson. That is right. 

Mr. Lanrarr. Your brother made the first proposal to Mitchell ? 

Mr. Rostnson. I do not know whether he made it to him or Mitchell 
made it to him. I can’t say. 

Mr. Lantarr. You knew Mitchell yourself ? 

Mr. Rostnson. Yes. 
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Mr. Lanrarr. The understanding was that he was to procure these 
trucks through Dawson’s arrangement with STEG, and then you 
would acquire them through Dawson’s organization ? 

Mr. Rogrnson. That is something I cannot say. I do not know. 
We made the arrangement with Mitchell. Mitchell was supposed to 
be the right-hand man of Dawson. He worked with Dawson. 

Mr. Lantarr. Do your corporate records reveal anything about 
these transactions about which you are unfamiliar? 

Mr. Ropsinson. No, sir; we had no written arrangement with Daw- 
son on this. 

Mr. Lantarr. My question was whether or not your corporate rec- 
ords revealed any of these transactions about which you are unfa- 
miliar. 

Mr. Roprnson. We had no transactions. We sold no trucks; so 
there would be no corporate records. 

Mr. Lanrarr. You had no corporate meetings to discuss this propo- 
sition ¢ 

Mr. Rostnson. No, sir. 

Mr. Lantarr. In the event I had been interested in buying one of 
these trucks and had contacted you and had posed the inquiry to 
you as to how I would get any such vehicle in this country, how would 
you have responded to that request for information ? 

Mr. Rosirnson. We would let you make the arrangements to get the 
vehicle in the country. We would just sell you the vehicle as is. 

Mr. Lantarr. How could I get the vehicle in this country as sur- 
plus property ? 

Mr. Rosrnson. That would be your problem. 

Mr. Lantrarr. What would you advise me to do to get it in? 

Mr. Rostnson. I imagine you would go to the Department of Com- 
merce and get an import license. 

Mr. Lantarr. You imported surplus property into this country. 
What representations did you make to the Department of Commerce 
to get it into the country? 

Mr. Ropsrnson. Just that it was surplus property. 

Mr. Lantarr. On that representation you were able to bring it in 
without any further statement ? 

Mr. Roprnson. No; they gave us a certificate of importation. I 
did not have anything to do with the importation. I was in Europe. 
It was done by someone in my office. 

Mr. Lantarr. Who was the principal one in your office who handled 
this? 

Mr. Roprnson. Mr. S. W. Fox. 

Mr. Lanrarr. Is Mr. Fox fully familiar with the conversations 
with Mitchell, and would Mr. Fox advise prospective purchasers as 
to how they could get these vehicles into the country ? 

Mr. Rogtnson. [I do not know what Mr. Fox would have said. 

Mr. Lantarr. Did you have any inquiries in response to your ad? 

Mr. Roprnson. Yes; many. 

Mr. Lantarr. Did your corporation maintain any records of the 
names of people who had inquired, or do you have any correspondence 
in your records from people who inquired about the purchases ? 

Mr. Roptnson. Yes; we have—all letters. 

Mr. Lantarr. Mr. Chairman, I think it might be appropriate to go 
further, with Mr. Robinson, into some of these letters, because I would 
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be interested in finding out how prospective purchasers were advised 
on how to get this surplus property into the country 

Mr. Robinson doesn’t know, and someone in his organization must 
have advised them. Probably the letters will reveal how they were 
told they could get them into the country 

Mr. Bonner. Then, do you desire that the records of Mr, Robinson’s 
office be subpenaed ¢ 

Mr. Lantarr. Pertaining to the surplus property; yes, sir. 

Mr. Bonner. Is it necessary for us to subpena the records, Mr. 
Robinson ¢ 

Mr. Rosinson. I do not think it is necessary. We are talking about 
two different things. You are asking me about trucks on the one 
hand about which we have no business transactions which we sold 
none of. Then you are mentioning surplus property which we did 
sell. 

Mr. Lantarr. What I am interested in is how the surplus prop- 
erty got into the United States. Assume I am a prospective purchaser 
and ask you or your office this question, “I would like to buy a hun- 
dred of these GMC trucks, will I have any trouble getting them into 
the country?” I would like to know what your organization told 
them or what you told them about getting them into the countr y: 

Mr. Rorrnson. As far as I know, we never had any inquiry about 
whether we could get them into the country or not. We never came 
to the point of actual consummation of a sale. 

Mr. ela And no one in your company would advise prospec- 
tive purchasers as to how he could go about getting these trucks into 
the United States? 

Mr. Rorrnson. I do not believe they would. 

Mr. Bonner. Trucks or parts? 

Mr. Rozrson. Yes. 

Mr. Lantarr. You are positive about it? 

Mr. Roprnson. Yes. 

Mr. Bonner. You did bring in surplus property ¢ 

Mr. Roginson. Yes; surplus property. 

Mr. Lantarr. Did you confer with anybody in the Government 
as to importing this surplus property for sale in this country ¢ 

Mr. Rozrnson. Other than the trucks; yes. Someone from my 
office did. 

Mr. Lanrarr. Did you confer with anybody with reference to the 
trucks ¢ 

Mr. Rosryson. No; I do not believe we did. 

Mr. Lantarr. You did not confer with anybody in the Government ¢ 

Mr. Rozrnson. I do not believe so. 

Mr. Lanvarr. Are you sure of that ? 

Mr. Rosrnson. I did not personally. 

Mr. Lanrarr. Did anyone in your organization confer with any- 
body ¢ 

Mr. Rontnson. That I do not know. I will have to find out. 

Mr. Lanrarr. You say Mr. Fox is the one who would have 
conferred ? 

Mr. Rosrnson. Yes; I think he would know. 

Mr. Lantarr. In response to Mr. Bonner’s question, you stated there 
was no tax on these smoking pipes because they were war surplus. 
What did you mean by that? What kind of tax / 
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Mr. Rosrnson. I imagine Mr. Bonner meant customs duty; didn’t 
you, sir? 

Mr. Bonner. That is right. 

Mr. Lantarr. What was it that you were referring to? Was it 
customs duties? 

Mr. Rosrnson, Yes. 

Mr. Lantarr. That there was no custom duty ? 

Mr. Rorrnson. No. 

Mr. LantarF. I have no further questions. 

Mr. Bonner. Mr, Brownson. 

Mr. Brownson. You ran these advertisements in the paper and then 
you had quite a response, received a lot of correspondence from people 
who were interested in buying these trucks. What happened to the 
deal? Why were no sales made? 

Mr. Rosrnson. I think, in the main, because the people wanted a 
small quantity of trucks, probably one to a dozen, which we were not 
interested in. We were interested in selling a large quantity, and 
we did not want to go to the trouble of importing them or having them 
import, one, two, three, or four trucks. 

Mr. Brownson. What I cannot understand is why you were con- 
cerned about the trouble they would be put to in importing a few 
trucks. This deal involved cash on the line, title passing to the pur- 
chaser, where it was and as it was. It would seem to be a fairly sim- 
ple transaction, 

Mr. Rostnson. I was not concerned about the trouble caused to 
them. I was concerned about the trouble caused to my office of bring- 
ing in one or two or three trucks. 

Mr. Brownson. You were not going to bring them in? 

Mr. Rostnson. We had to ship them. 

Mr. Brownson. You are thinking in terms of crating, packing, and 
bills of lading? 

Mr. Rosrnson. That is right. 

Mr. Brownson. When that truck is bought where it is and as it is, 
that does not mean he takes possession of the trucks sitting here in a 
lot? You prepare it for shipment ? 

Mr. Rostnson. We would crate them and prepare them and get the 
consular invoices and everything else, which was quite a nuisance for 
a small quantity. 

Mr. Brownson. Was there any kind of a formal decision reached 
at any time? Did you consult with your staff? When did you deter- 
mine that you were not going to import any of these trucks, going to 
sell any of these trucks in response to the inquiries which you had 
received from the newspaper advertisements ? 

Mr. Rosrnson. You have to break that question down again. 

Mr. Brownson. I am just curious about what happened. You ran 
a series of advertisements which cost you some money, and you were 
advertising some trucks for sale. You told us you got quite a lot of 
replies from this advertisement. 

Mr. Rosrnson. That is right. 

Mr. Brownson. I am just curious. Did you reach the decision 
yourself? Was it your staff? How did you reach the decision that 
you were not going to fill any of these orders, or inquiries ? 

Mr. Roprnson. As soon as we determined that the inquiries con- 
cerned only a small number of trucks, we were disinterested. 
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Mr. Brownson. I see. And you wrote the people who inquired ac- 
cordingly ¢ 

Mr. Rostnson. I do not know if we wrote them or called them or 
what method we used, but the deals were never consummated. 

Mr. Brownson. That is all I have, Mr. Chairman. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Just to pick up that one line of thought—did you then 
change your ad to tell them you wanted quantity purchases ¢ 

Mr. Roptnson. No; we did not. We never put another ad in. 

Mr. Curtis. You just ran this ad one time? 

Mr. Rorrnson. Yes; I think we did. 

Mr. Curtis. The one day, January14? 

Mr. Rosrnson. That is right. 

Mr. Curtis. What kind of pipes are you talking about? I am 
referring to the 50,000. 

Mr. Rosrnson. That was the group sold to one customer. We im- 
ported more than that. 

Mr. Curtis. What kind of pipes were they? 

Mr. Rosrnson. Smoking pipes. 

Mr. Curtis. I understand that. They were not Missouri meer- 
schaums, for example, were they? 

Mr. Rogsrnson. They were Duke of Dundee, Mastercraft, Frank 
Medico, regular PX pipes. 

Mr. Curtis. Ship stores, Army surplus property ? 

Mr. Rosrnson. That was what they were. 

Mr. Curtis. I thought you said you did sell some trucks. 

Mr. Roxsrnson. We didn’t. 

Mr. Curtis. You didn’t sell any? 

Mr. Rosrnson. No, sir. 

Mr. Curtis. You never consummated any deal at all? 

Mr. Rogtnson. None at all. 

Mr. Curtis. Or any parts of trucks? 

Mr. Rorrnson. No parts; no, sir. 

Mr. Curtis. When was this corporation that you are referring to 
incorporated? What is the name of it? 

Mr. Rosrnson. Robinson-Hobbs. 

Mr. Curtis. Yes. 

Mr. Rosrnson. January 1947. 

Mr. Curtis. And had you been in the export-import business be- 
fore then? 

Mr. Rosrnson. No, sir; I was in the Army before then. 

Mr. Curtis. Were you stationed in Germany during the war? 

Mr. Rostnson. I was; yes, sir. 

Mr. Curtis. And when did you get out of the Army? 

Mr. Roprnson. 1946. 

Mr. Curtis. What month? 

Mr. Rosryson. In April. 

Mr. Curtis. April 1946? 

Mr. Rosrnson. Yes. 

Mr. Curtis. And you then remained over in Germany awhile? 

Mr. Rosrnson. No, sir. I came right back. 

Mr. Curtis. And then went into this business? 

Mr. Rogrnson. No, sir. I was a lawyer for a short while. 

Mr. Curtis. That is your profession ? 
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Mr. Rogtnson. That is right. 


Mr. Curtis. Incidentally, where did you go to law school ? 
Mr. Rosinson. Fordham. 
Mr. Curtis. You referred to your office and your organization. Just 3 
how many employees do you have, Mr. Robinson ? 
Mr. Roprnson. Seven. ; 


Mr. Curtis. That includes, of course, Mr. Fox, whom you men- 
tioned ? 





Mr. Rostnson. That is right. 3 
Mr. Curtis. And your brother ¢ ; 
Mr. Rostnson. That is right. : 


Mr. Curtis. And I guess some stenographers ? ; 
Mr. Rosrnson. That is right. : 
Mr. Curtis. Is there anybody else besides Mr. Fox and your brother ; 

‘ho is on the policy level ? ; 
Mr. Rostnson. Mr. John Connelley, vice president. 
Mr. Curtis. Anyone else ? 

Mr. Rosrnson. Anda Mr. Landon. He is in Europe. 
Mr. Curtis. What is his first name ¢ 
Mr. Roprnson. Mr. John Landon. 
Mr. Curtis. There are five who are on the policy level, you might 
say ¢ 
Mr. Rostnson. That is right, sir. 
Mr. Curtis. Where are your offices? Do you have just one office, 
this corporation ¢ 
Mr. Ropinson. 745 Fifth Avenue; that is right, sir. 
Mr. Curtis. You have no other offices ¢ 
Mr. Rosrnson. We have an office in Paris and one in Germany. 
Mr. Curtis. What is the address of the Paris office ? 
Mr. Rosinson. I could not tell youthat. I do not remember. 
Mr. Curtis. You could supply it if it became necessary ¢ 
Mr. Rostnson. I would rather give it to you correctly. 
Mr. Curtis. In Berlin? 
Mr. Rosinson. Not in Berlin. In Frankfurt. 
Mr. Curtis. In Frankfurt ? 
Mr. Ropinson. 24 Rheinmainstrasse. 
Mr. Curtis. Is Mr. Landon at the Paris office ? 
Mr. Roprnson. Yes. 
Mr. Curtis. You, more or less, are at the Frankfurt office ? 
Mr. Rorsinson. No, sir. I was over there for a year taking care of 
both offices. 
Mr. Curtis. Who handles the Frankfurt office now ¢ 
Mr. Ropinson. My brother. 
Mr. Curtis. What is his first name ? 
Mr. Rosinson. Joseph 
Mr. Curtis. You have testified that you knew Mr. Mitchell. When 
did you become acquainted with him ? 
Mr. Rostnson. In May—April or May—1950. 
Mr. Curtis. In other words, pretty recently. 
Mr. Roprnson. Yes, sir. 
Mr. Curtis. You met him in Germany; is that correct ? 
Mr. Rostnson. Yes; I met him in Germany; that is right. 
Mr. Curtis. Did you ever meet Mr. Dawson ? 
Mr. Rosrnson. Yes; I did. 
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Mr. Curris. Did Mr. Mitchell introduce him to you or how did that 
come about? 

Mr. Rosrnson. No; I think I met Mr. Mitchell first. 

Mr. Curtis. Did you meet Mr. Dawson through Mr. Mitchell? 
That is what I am getting at. 

Mr. Rosrnson. I met Mr. Mitchell first and then I met Mr. Dawson. 

Mr. Curtis. What I meant to say was: Was it Mr. Mitchell who 
introduced you to Mr. Dawson? 

Mr. Rostnson. That is right. 

Mr. Curtis. Had your brother known Mr. Mitchell before you met 
him ¢ 

Mr. Rosrnson. I think he did; yes, sir. 

Mr. Curtis. Did you go into this truck deal pretty thoroughly, the 
details of it, with your brother before you put this ad in the paper? 

Mr. RoztNson. No; I did not. He cabled me from Europe and I put 
the ad in the paper over here. 

Mr. Curtis. So he is the one who really has the details, if there are 
details, about the deal ? 

Mr. Rosrnson. I do not think the details are much more than I de- 
scribed because the thing was very nebulous at the time. 

Mr. Curtis. Had you sold any trucks before this time at all ? 

Mr. Ropsrnson. No; we hadn’t. 

Mr. Curtis. Is that deal still on? Is the option still on, as far as 
you know ? 

Mr. Rosrnson. If I can get someone to buy a thousand trucks, I 
imagine it is still on. 

Mr. Curtis. That is all, Mr. Chairman. 

Mr. Bonner. Mr. Robinson, is your company associated with or 
acting together with Mr. Morris Klein or Mr. Harvey Brenner or their 
companies ? 

Mr. Rosrnson. Did you ask if I know them? 

Mr. Bonner. Is your company associated with or have they acted 
together with Mr. Morris Klein or Mr. Harvey Brenner or their com- 
panies, the Oakland Truck Sales or the United States Truck Sales? 

Mr. Rosrnson. No, sir; we have no connection with them. 

Mr. Bonner. Do you know them ? 

Mr. Rosinson. I do not know them. 

Mr. Bonner. Thank you very much, Mr. Robinson. 

I apprecate your coming here. Thank you for your cooperation. 

Mr. Roprnson. Did you want the records? 

Mr. Lanrarr. No. 

Mr. Bonner. If the committee desires to see the letters in your files 
from those who responded to this ad, your reply would be that that 
would be satisfactory to you ? 

Mr. Rostnson. Certainly. I would be glad to send them down. 

Mr. Curtis. May I ask the witness if he has anything further to 
say about this, something that we might not have covered or some- 
thing in the way of explanation ? 

Mr. Rogrnson. No. T would like to ask this: If you would tell me 
what you are looking for, maybe I can help you or know where you 
can get the information. I was over in Europe for a year and know 
most of the people whom I have been talking about, except the last 
two people you were talking about. 
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Mr. Bonner. Do you know of any trucks that were imported into 
the United States that came from Mr. Dawson, who was referred to 
in the hearing, and who is the other gentleman ¢ 

Mr. Roprnson. Mr. Mitchell. 

Mr. Bonner. Do you know of any transactions that they have had 
here in the United States? 

Mr. Ropsrnson. No; I do not. 

Mr. Bonner. Do you know of any trucks out of this pool at Kitzen- 
gen field that have come into the United States ? 

Mr. Rosrnson. No; I do not, sir. 

Mr. Bonner. Do you know of any parts, any shipments, that they 
have made from the surplus property there to the United States? 

Mr. Rorprnson. No; I do not. 

Mr. Bonner. Thank you very much, sir. 

Mr. Dawson. Just one question. This is only out of curiosity. 
Maybe I ddn’t hear you. You said the Robinson-Hobbs Co., Inc., 
was incorporated in 1947 ¢ 

Mr. Roprnson. Forty-seven. 

Mr. Dawson. And that you own all the stock ? 

Mr. Roprnson. Yes; I do, sir. 

Mr. Dawson. Then these other people are working for you in fact? 

Mr. Roprnson. Yes, sir. 

Mr. Dawson. May I ask another question? Why is it a corpora- 
tion? If you own all the stock, why is it a corporation? You cannot 
avoid liability. 

Mr. Rogpinson. When the corporation was originally formed, we 
did not have this business in mind. This is something that just came 
up in the early part of 1950. 

Mr. Bonner. Thank you, Mr. Robinson. 

This is Mr. Brenner ? 

Mr. Brenner. That is right. 

Mr. Bonner. Mr. Brenner, this subcommittee is interested in the 
subject of surplus property. We have come into the field of the 
importation of surplus property from abroad. The committee has 
no feeling with respect to you that you have violated any statutes or 
done anything that isn’t right. Our reason for calling you here is to 
ask you to assist the subcommittee in securing certain information. 

Will you be sworn? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. Do you solemnly swear that in the evidence you are 
about to give in the matter of the inquiry now pending before this 
subcommittee you will tell the truth, the whole truth, nahi but 
the truth ? 

Mr. Brenner. Yes, sir. 


TESTIMONY OF HARVEY MARVIN BRENNER, U. S. TRUCK SALES 
C0., CLEVELAND, OHIO 


Mr. Bonner. Will you give your full name? 

Mr. Brenner. Harvery Marvin Brenner. 

Mr. Bonner. Your business ? 

Mr. Brenner. U. S. Truck Sales Co., Cleveland, Ohio. 
Mr. Bonner. And the general nature of your business? 
Mr. Brenner. We buy and sell motor trucks and parts. 
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Mr. Bonner. The age of your business? 

Mr. Brenner. The business was founded in 1916 as a proprietorship 
and incorporated July 22, 1929. 

Mr. Bonner. Now, with respect to your business, what is the nature 
or source of your supply of material you sell? 

Mr. Brenner. Well, we buy from local companies and also from 
surplus. 

Mr. Bonner. Have you yourself bought and imported surplus prop- 
erty from abroad ? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. Through whom did you buy it? 

Mr. Brenner. Well, I have a partner. I myself have never been 
to Europe and bought anything; but I have had partners who have 
been over there, and I helped finance the purchases and brought the 
material over here for resale in the United States. 

Mr. Bonner. Will you give the names of your partners who made 
the purchases in Europe? 

Mr. Brenner. William J. Lutes. William J. Lutes was the only 
one who bought it for my company, the U. S. Truck Sales Co. 

Mr. Bonner. He made the purchases? 

Mr. Brenner. He made the purchases in Europe. 

Mr. Bonner. Where ? 

Mr. Brenner. One purchase was made in Germany. They were 
both made in Germany. 

Mr. Bonner. Do you remember the time ? 

Mr. BRENNER. Just recently. Within the last 6 months. 

Mr. Bonner. The purchasers were made in the last 6 months, and the 
deliveries were—— 

Mr. Brenner. Partial shipments came over, as I recall. There was 
a shipment some time in the latter part of 1950, and two or three 
shipments in 1951. 

Mr. Bonner. This year? 

Mr. Brenner. This year. 

Mr. Bonner. How long did it take for the shipments to come from 
the field of storage in Germany to the United States? 

Mr. Brenner. In one case it took, as I recall, although I am not sure, 
about 3 or 4months—2 or 3 months. It was in that space of time. 

Mr. Bonner. Most of the material you have imported was bought in 
Germany ? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. Who was it bought from ? 

Mr. Brenner. One deal was purchased from the British Ministry. I 
believe the sale was in Hamburg. No, it was exported out of Hamburg. 
It was purchased in Frankfurt, Germany. 

Mr. Bonner. It was purchased from British agents in Frankfurt, 
Germany ? 

Mr. Brenner. That is right. 

Mr. Bonner. Did you purchase anything from STEG ? 

Mr. Brenner. Indirectly we purchased some motor trucks from 
STEG through a Mr. Dawson, George Dawson. 

Mr. Bonner. On the purchase you made from the British Ministry, 
approximately how much in dollars and cents was it? Do you remem- 
ber what it was ? 
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Mr. Brenner. I have the contract with me and I will have to take a 
look at it to refresh my memory. 

Here is a purchase for $39,073. 

Mr. Bonner. $39,073 ? 

Mr. Brenner. That is right. 

Mr. Bonner. From the British Government ? 

Mr. Brenner. That is right. Directorate of Sales, Ministry of Sup- 
ply, Commissioner’s Office, Hamburg. 

Mr. Bonner. That is from the British ? 

Mr. Brenner. That is from the British. 

Mr. Bonner. Read us what that was. What is the date of that 
purchase ? 

Mr. Brenner. The date of this purchase is August 5, 1950. 

Mr. Bonner. August 5, 1950, was the purchase date. What is the 
purchase ? 

Mr. Brenner. There are 10 Mack trucks, 10 more Mack trucks. 

Do you want the figure, the cost ? 

Mr. Bonner. You have given us the total. Read the number of 
trucks and the amount. 

Mr. Brenner. The first 10 was $4,750. The second 10 was $4,750. 
Then there were six for $4,926. 

There were eight Ward-LaFrance trucks, at $4,454.40; eight more 
at the same price; eight more at the same price; eight more at the same 

rice. 

. Mr. Bonner. You read the number and the total amount paid for 
that number. 

Mr. Brenner. That is right. 

There were 8 more—40 all together—at the same amount. 

Then there were five more Mack trucks at $2,375. That should 
total $37,073, according to this contract. 

Mr. Bonner. You have given us the date of the purchase. Do you 
have there the date they were shipped from abroad ? 

Mr. Brenner. The date they were shipped ? 

Mr. Bonner. The date they were loaded abroad. 

Mr. Brenner. I do not believe I have that with me, unless I have 
that on a shipping document. 

Mr. Bonner. Have you the shipping document ? 

Mr. Brenner. The American Union Transport Co. of New York 
City is the forwarder. They brought everything in for me, and they 
have all the data. 

Mr. Bonner. I would like for you to let us have that invoice for the 
record, and we will return it to you. [I want that included in the 
record at this point. 

(Exhibit 1 is as follows :) 


ExHIsitT 1 
RELEASE NOTH 


(Form 3) 
No. 2218 

Directorate of Sales, Ministry of Supply. 
Y Commissioner's Office, Hansestadt Hamburg, B. A. QO. R. 3 
Memorandum for U. S. Truck Co., 1750 EB. 55 Street, Cleveland, Ohio, U. 8. A. 

Receipt is acknowledged of the sum shown below in connection with your 
purchase reference GER/19406 dated 5th August, 1950, Head, General Disposals 
Branch, Office of the Chief, Disposals, % Commissioner’s Office, Hansestadt Ham- 
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burg, B. A. QO. R. 3, will give instructions for the release of Lots 353 and 354, Mack 
6x6 Tractors (20) 403, Mack 10-ton 6x4 (6); 470, 471, 472, 473, and 474, Ward 
la France 6x6 (40) ex 11, V. P. Voerden—Lot 581, Mack 6-ton 6x6 (5) ex “A” 
Vv. P. Bahrenfeld and you will communicate with him as to time and method of 
despatch. 

This payment covers full Payment. 

Date 16th August, 1950. 
(Signature) J. TURRENHANS, 
For Director of Sales, Ministry of Supply. 

Amount received 

in words: Thirty-nine thousand and seventy-three U. 8S. Dollars. 

in figures: U. S. $39,073. 

Remarks: 


U. S. Truck Co., 1750 E. 55 Street, Cleveland, Ohio, U. S. A. 


DIRECTORATE OF SALES 
MINISTRY OF SUPPLY 
(Mohlenhof, Burchardstrasse 17) 
c/O COM MISSIONER’S OFFICE, HANSESTADT, HAMBURG, B. O. R. 8 
Reference GER/19406 Date: 21st July, 1950. 


FORMAL OPTION TO PURCHASE 


To whom it may concern: 

This is to certify that the tender/offer of Messrs. U. S. Truck Co., Cleveland, 
is acceptable at the prices stated for the Ex Service Surplus Stores listed below, 
offered for sale by the Directorate of Sales, Ministry of Supply, Hamburg. 

The stores will be reserved for the time being, and a formal contract will be 
issued as soon as notification is received that the necessary Import Licence 
has been obtained, and that the deposit of 20% of the purchase price (or 
alternatively the full purchase price), has been paid, provided that the remit- 
tance is received in the Bank of England not later than 11th August 1950. 








Approxi- 
Lot No. Description of Stores | Quantity Price 
or Weight 
| } 

11 V. P., Voerden: | U.S. Dollars 
353 ; piheseblodbedsinea Mack 6 x 6 Heavy Tractor (Petrol) 10 Nos. 4, 750.00 
354 ; " mare scnitiel do ee 4, 750.00 
403 —_ : ; ...| Mack 10 ton6x 4G. 8. Lorry (Diesel) ee 4, 926. 00 
aes ia | Ward la France 6 x 6 Heavy 8 4, 454. 40 
B/F. from Page 2... 20, 192. 60 
pre. aaome 


RN PN ints std tee x nh cinenbantisindl ceed asichhinhdnwast bidkiiiieacs Siti P ask 39, 073. 00 


Any sale will be subject to the Directorate’s Conditions of Form “A,” dated 
Ist January, 1950; and remittances to the Bank of England must bear the 
Reference No. GER/19406 for Ministry of Supply account. 

(Signed), 
(For Director of Sales.) 
Form 11 
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U. 8. Truck Co., 1750 E. 55 Street, Cleveland, Ohio, U. 8. A.—Page 2, 


DIRECTORATE OF SALES 
MINIstTRY oF SUPPLY 
(Mohlenhof, Burchardstrasse 17), 
C/. COMMISSIONER'S OFFICE, 
HANSESTADT HAMBURG, B.A.O.R, 3 
Reference GER/ 19406 Date 21st July, 1950 
HANSESTADT HAMBURG, B.A.O.R. 3 - 


To whom it may concern: 

This is to certify that the tender/offer of Messrs. U. S. Truck Co., Cleveland, 
is acceptable at the prices stated tor the Ex-Service Surplus Stores listed below, 
offered for sale by the Directorate of Sales, Ministry of Supply, Hamburg. 

The stores will be reserved for the time being, and a formal contract will be 
issued as soon as notification is received that the necessary Import License has 
been obtained, and that the deposit of 20% of the purchase price, (or alternatively 
the full purchase price) has been paid, provided that the remittance is received 
in the Bank of Engiand not later than 11th August, 1950. 














(Petrol). 


l 
| Approxi- | 
Lot No. Description of Stores oa Price 
| or Weight 
| 
| U. 8. Dol- 
lars 
Ward la France 6 x 6 Heavy-........--. 8 Nos 4, 454 40 
Tete tele Bd ice ent bed ie ah | 4. 454. 40 
2 ES) BOs eitit ct se ddbedascdecesehaeeel! Qe 4, 454. 40 
“NEE a OL Tee eS eM fete Oe. tists. OA. .tiis. le Sb: ? | 4, 454. 40 
| Mack, 6 ton 6 x 6 Heavy Tractor 5 Nos. | 2, 375. 00 








Any sale will be subject to the Directorate’s Conditions of Form “A”, dated 
1st January, 1950; and remittances to the Bank of England must bear the refer- 
ence No. GER/19406 for Ministry of Supply account. 


(For Director of Sales.) 
Form 11 


form 2. Memorandum of Acceptance 
DIRECTORATE OF SALES 


MINISTRY OF SUPPLY 
(Mohlenhof, Burchardstrasse 17) 
C/O COMMISSIONER’S OFFICE, HANSESTADT HAMBURG 


B. A. O. R. 3 
Cables “DIROSALES HAMBURG 
Telephone Hamburg 33 47 24/5 


Reference GER/19406 (to be quoted on all correspondence). 
Date: 5th August 1950. 
This memorandum consists of 1 sheet of which this is sheet 1. 


To Messrs. U. 8S. Truck Co., 
1750 BE. 55 Street, Cleveland, Ohio/U. 8S. A. 
Your offer dated 19th July 1950, for the Purchase of Surplus Stores is accepted 
for the items shown below in the Schedule. 
PAYMENT. Payment should be made by you as shown in “Instructions for Pay- 
ment” in Form “A” dated 1st January 1950. Upon receipt of the 10% deposit 
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and clearance of the first instalment, or all of the purchase money, a Release 
Note will be sent to Head, General Disposals Branch, Office of the Chief Dis- 
posals, c/o Commissioner’s Office, Hansestadt Hamburg, B. A. O. R. 3, as author- 
ity for the stores, or a portion thereof, to be moved from the depot, according 
to the amount of the payment made. A copy of this Release Note (and of others 
for later instalments, if any) will be sent to you for attachment to this memo- 
randum. The documents together will constitute your authority to receive the 
goods and you will communicate with Head, General Disposals Branch, Office 
of the Chief Disposals, c/o Commissioner’s Office, Hansestadt Hamburg, 
B. A. O. R. 3, as to the packing, loading and despatch of the goods, as each 
Release Note is received (see paragraph 5 of Form “A”). 

SALE ConDITIONsS. The sale is subject to the conditions stated on your Tender 
Form or “Offer to Purchase” and to the Instruction and General Conditions of 
Sale for Ministry of Supply Surpluses ex Germany as shown on Form “A” dated 
Ist January 1950 (Copy available on application if not already in your 


possession). 




















Schedule 
: eee | aaa 
—- ag Venue Item Brief Description (Full Description is Quantity Sold for 
Park Name and Lot or as in the tender or “Offer for Pur- (aphermes pee U. 8. 
Number) Number chase”’ schedule) | unit | No. | Dollars 
No. 11 Vehicle Park, 353 | Mack 6 x 6 Heavy Tractor (Petrol) -__- | Nos.....-- 10 | 4,750.00 
VOERDEN. 354 |_... do____- = ‘ re eee ..do -| 10 4, 750. 00 
403 | Mack 10-ton 6 x 4 GS Lorry (Diesel). __|_..do______- 6 | 4,926.00 
470 | Ward la France 6 x 6 Heavy---- bk: “WERE 8 | 4,454.40 
GW Fad DIP Lh Gocdbecdedidicwtcadebebet c pac | SEES 8 | 4,454.40 
472 }_._-- Se eee eee = ea 8 | 4,454.40 
473 | ...<- a ae as renal 8 4, 454. 40 
474 |_____do- 4 ‘ em 2 Be “st ee 8 | 4,454.40 
“A” Vehicle Park, 581 | Mack 6-ton 6 x 6 Heavy Tractor |__.do....__- 5 | 2,375.00 
BAHRENFELD. (Petrol). 
Remarks: 


Total value of contract: U. S. $39,073 (thirty-nine thousand and seventy-three 
U. 8S. Dollars). 
Period allowed for removal three months from the date of this acceptance. 
Country (ies) to which Purchaser has stated he will export the goods: U. S. A. 
Currency freely offered and accepted: U. S. Dollars. 
Port or frontier to which goods are to be delivered : Hamburg. 

(For office use, Form 1, rotation 1754 and 1755 refer.) 

H. Fox, 


(For Director of Sales, Ministry of Supply, Hamburg.) 


Mr. Bonner. What else did you buy? 

Mr. Brenner. August 17, eight more Ward-LaFrance trucks at 
$4,454.40. 

Mr. Bonner. That will be inserted in the record. 
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(Exhibit 2 is as follows:) 


Exauisit 2 
Form 2: Memoranum of Acceptance 
DIRECTORATE OF SALES 
MINIsTRY OF SUPPLY 
(Mohlenhof, Burchardstrasse 17) 
c/o COMMISSIONER'S OFFICE, HANSESTADT HamBure, B. A. O. R. 3 

Cables “‘DIROSALES HAMBURG” 

Telephone Hamburg 33 47 24/5 


Reference GER 19406 A (to be quoted on all correspondence). 
Date: 17th August, 1950. 
This memorandum consists of 1 sheet, of which this is sheet 1. 


To Messrs. U. S. Truck Co., 1750 E. 55th Street, Cleveland, Ohio, U. 8S. A. 

Your offer dated 19th July, 1950, for the Purchase of Surplus Stores is accepted 
for the items shown below in the Schedule. 

PAYMENT. Payment should be made by you as shown in “Instructions for 
Payment” in Form “A” dated Ist January 1950. Upon receipt of the 10% deposit 
and clearance of the first instalment, or all of the purchase money, a Release 
Note will be sent to Head, General Disposals Branch, Office of the Chief Dis- 
posals, c/o Commissioner’s Office, Hansestadt Hamburg, B. A. O. R 3, as author- 
ity for the stores, or a portion thereof, to be moved from the depot, according to 
the amount of the payment made. A copy of this Release Note (and of others 
for later instalments, if any) will be sent to you for attachment to this memo- 
randum. The documents together will constitute your authority to receive the 
goods and you will communicate with Head, General Disposals Branch, Office 
of the Chief Disposals, c/o Commissioner’s Office, Hansestadt Hamburg, B. A. 
O. R. 8, as to the packing, loading, and despatch of the goods, as each Release 
Note is received (See paragraph 5 of Form “A”). 

SALE CONDITIONS. The sale is subject to the conditions stated on your Tender 
Form or “Offer to Purchase” and to the Instructions and General Conditions 
of Sale for Ministry of Supply Surpluses ex Germany, as shown on Form “A” 
dated 1st January, 1950. (Copy available on application if not already in your 
possession. ) 























Schedule 
ait as | ore | 
— Z Vehicle | Item | Brief) Description (Full Description | Quantity 
Park Name a | Lot or is as in the tender or “Offer to |———--——— —| Sold for 
Number) Number Purchase”’ schedule) Unit No. 
| | | U.S 
No. 11 Vehicle Park, | 475/11 | Ward la France, Breakdown Tractors.| Nos | 4454. 40 
} 


Voérden. 
, | 


Total value of contract, 4,454.40 U. S. (Four thousand, four hundred and 
fifty-four U.S. Dollars, forty cents). 
Remarks 
Period allowed for removal three months from date of this acceptance. 
country (ies) to which Purchaser has stated he will export the goods—tU. S. A. 
Currency freely offered and accepted—U. S. A. Dollars. 
Port or frontier to which goods are to be delivered—Hamburg. 
(For office use, Form 1, rotation 1754.) 
Form 11 issued 26.7.50. 

(Signed), 
(For Director of Sales, Ministry of Supply, Hamburg. 
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Mr. Bonner. What disposition did you make of these? 

Mr. Brenner. We have sold some of these trucks. We have wrecked 
some of them for parts, for resale of the parts; and we still have 
some of them. 

Mr. Bonner. Have you sold any to the Government ? 

Mr. Brenner. No, sir. 

Mr. Bonner. They have all been sold to individuals? 

Mr. Brenner. Individually. 

Br. Bonner. What was the condition of the trucks when you pur- 
chased them / 

Mr. Brenner. I also brought along some photographs. I do not 
know whether I have them with me or not. The condition was very, 
very bad. 

Mr. Bonner. You made the payment to whom? To whom did you 
make the payment for these trucks? 

Mr. Brenner. I transferred the funds to the Bank of England, 
Ministry of Supply, London, England. 

Here is the one you want, the $39,000. Credit to the Ministry of 
Supply account, Bank of England, London, England. 

Mr Bonner. That is the British Government ¢ 

Mr. Brenner. That is it. 

Mr. Bonner. If you will let us have those, we will return them to 

you and keep them in safe custody. 

(Exhibit 3 is as follows:) 

BxHIBIT 3—CxReviT SLIP 
TRANSFER OF FUNDS 
CENTRAL NATIONAL BANK OF CLEVELAND 
Advice for 
U. 8S. Truck Sates ComPANY 

We charge you for a transfer of funds. 
For credit of: Federal Reserve Bank of New York, New York, $39,073.00. 
For use of: Credit to Ministry of Supply account of Bank of England with ref- 

erence to full payment reference No. GER/19406 Lot Nos. 353, 354, 403, 470, 471, 

472, 473, 474, and 581 with immediate cable advice to Ministry of Supply, 


London and Directorate of Sales, Hamburg. 
Funds transferred to: Federal Reserve Bank of Cleveland. 


CENTRAL NATIONAL BANK OF CLEVELAND. 


FRANCIS G. OLIER. 
(Authorized signature) 
Mr. Brenner. Will they be returned today or will they be mailed 
to my office? 
Mr. Bonner. They will be mailed back to you as soon as we can get 
them into the record. 
Were any of your purchases or commitments recaptured by the 
United States Government ? 
Mr. Brenner. You are asking me questions in regard to U.S. Truck 
Sales Co., my company ? 
Mr. Bonner. Yes. 
Mr. Brenner. None whatsoever. 
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Mr. Bonner. You clearly understand what I mean, trucks that you 
committed yourself to purchase—or parts, That is what I am talking 
about. 

Mr. Brenner. Either? 

Mr. Bonner. Either parts or trucks that you individually or that 
your firm committee itself to purchase, or that you took an option 
on or you actually purchased—were they recaptured by the United 
States Government / 

Mr. Brenner. Mr. Chairman, regarding the U. S. Truck Sales? I 
am also an officer of another company. 

Mr. Bonner. I am just dealing with this company we are talking 
about now. 

Mr. Brenner. None of our trucks were recaptured. 

Mr. Bonner. You are the officer of another company. What is the 
name of it? 

Mr. Brenner. Allied Equipment Co. 

Mr. Bonner. Have they had transactions similar to this? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. Do you have the records of Allied ¢ 

Mr. Brenner. No; I wasn’t asked to bring those. 

Mr. Bonner. Do you have any idea whether their transactions are 
larger or smaller than yours? 

Mr. Brenner. About the same category. 

Mr. Bonner. You do know that all purchases and all payments of 
Allied—what is it? 

Mr. Brenner. Allied Equipment Co. 

Mr. Bonner. Allied Equipment Co. were made and settlement was 
made in the same manner that these settlements were made? 

Mr. Brenner. Yes, sir. 

The U. S. Truck Sales purchased both from the British and STEG. 
Allied, I do not believe, purchased anything from the British Ministry. 
Their purchases, as I recall, were all through STEG. 

Mr. Bonner. You haven’t gotten to the STEG purchases yet? 

Mr. Brenner. No. We were just on the British Ministry purchases. 

Mr. Bonner. But you do not have the records of the other business 
in which you are interested. However, they would be approximately 
similar in size and scope with the exception that they were all from 
STEG. 

Mr. Brenner. Yes; asI recall that. 

Mr. Bonner. Now we will go along with the balance of your 
purchases. 

Mr. Brenner. Yes. 

Mr. Bonner. Will you tell me, if you recall, when Allied made its 
last purchase from STEG. 

Mr. Brenner. Allied ? 

Mr. Bonner. Yes. 

Mr. Brenner. From STEG? 

Mr. Bonner. Yes. 

Mr. Brenner. The last purchase was about 3 or 4 months ago. 

Mr. Bonner. That would be in November or the ist of December. 

Mr. Brenner. Somewhere around that time. 

Mr. Bonner. When did that shipment reach the United States? 


ote’ eee 


Be Ss) 


venting set. AONB 


‘ 
‘ 





eS RE ere ee ae 


BS tae te a 








4 
t 


get 





DISPOSITION OF WAR SURPLUS PROPERTY 23 


Mr. Brenner. One shipment came in about a month ago, 30 days 
ago. The second shipment came in about 10 days ago. And the third 
shipment is arriving tomorrow. 

Mr. Bonner. And you do not have any records of those shipments ? 

Mr. Brenner. No, sir. 

Mr. Bonner. Do you have any from memory ¢ 

Mr. Brenner. From memory? I will try my best. 

Mr. Bonner. Just give us an idea from your recollection as to what 
they comprise—A llied. 

Mr. Brenner. They comprise some Diamond T trucks, 6 by 6 
motor trucks. We purchased those. As I said before, we purchased 
these through Mr. Dawson. 

Mr. Bonner. You are speaking of Allied? 

Mr. Brenner. Yes. 

Mr. Bonner. You bought these through Mr. Dawson ? 

Mr. Brenner. Through Dawson from STEG. 

Mr. Bonner. Dawson seems to be the selling agent of STEG; is 
that correct ? 

Mr. Brenner. Not as I understand it to be. I have never been 
there myself, but from what the boys tell me who have been over there, 
he purchased these trucks from STEG and left a substantial deposit 
on them and then he has been out selling them and, as we pay for them, 
we pay partly to Dawson and partly to STEG. 

He has a deposit standing on all these vehicles, as I understand. 

Mr. Bonner. And the Allied purchases from STEG, as you said, 
were approximately what your individual purchases have been? 

Mr. Brenner. Pardon me. 

Mr. Bonner. The Allied purchases as compared with your individ- 
ual purchases. 

Mr. Brenner. In some instances. 

Mr. Bonner. They have been much as you have been reading to the 
committee here. . 

Mr. Brenner. I did say that before, but we did make one purchase 
much larger than that quite some time ago. 

Mr. Bonner. Allied made a larger purchase? 

Mr. Brenner. Back in 1948, I believe it was, we purchased at lot 
of engines for the sum of around $225,000. 

Mr. Bonner. From STEG? 

Mr. Brenner. That purchase wasn’t through Dawson. That pur- 
chase was direct with STEG. 

Mr. Bonner. All right. Now, proceed with your own records there. 

Mr. Brenner. What would you want me to give you? 

Mr. Bonner. I understood you had additional purchases other than 
that which you have already given us. 

Mr. Brenner. This is British Ministry. We purchased these trucks 
from the British Ministry, and this gentleman has the contracts. 

Mr. Bonner. Is that all you purchased ¢ 

Mr. Brenner. These are all the motor trucks we purchased from 
the British Ministry—U. S. Motor Truck. 

Mr. Bonner. What did you purchase from STEG and Dawson? 
Did you purchase any parts from the British Ministry? 

Mr. Brenner. From the British Ministry? We purchased some 
parts which we paid for. They weren’t purchased in the name of 
U.S. Truck Sales Co. Mr. W. J. Lutes purchased them in his name 
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There was a small shipment made, of approximately $5,440. I paid 
for that shipment. 

Mr. Bonner. Approximately when was that? 

Mr. Brenner. That was purchased about 60 days ago, and it just 
came into the country recently. 

Mr. Bonner. These motors were in good condition ? 

Mr. Brenner. The motors were. Some were and some were not. 
They were supposed to be approximately 80 percent new, unused, 
and about 20 percent rebuilts. When they arrived, after inspection, 
we found they were abount 50-50. 

Mr. Bonner. But they could all be repaired with nominal cost to 
be serviceable, to be very serviceable ? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. And that was likewise true of the trucks; wasn’t it ? 

Mr. Brenner. No. Some of these trucks were impossible to be put 
back into running condition. 

Mr. Bonner. Fifty percent, you say ? 

Mr. Brenner. On the first purchase we made. The purchase we 
have coming up now—those trucks. 

Mr. Bonner. I mean the ones we have already had. 

Mr. Brenner. I wovldn’t say 50 percent of those could be put back 
into running conditic They were just too far gone. There were 
too many parts missing from them. 

Mr. Bonner. What percentage were? 

Mr. Brenner. I would say there weren’t 25 percent that could be 
put in good serviceable condition. 

Mr. Bonner. And the balance were used for spare parts? 

Mr. Brenner. For spare parts. We have sold them to dealers 
who are wrecking them for parts. That is what they advised me 
they were going to do. They were going to cut them up and sell 
the spare parts. 

Mr. Bonner. Proceed with the records of your own company, the 
purchases from 

Mr. Brenner. STEG. 

Mr. Bonner. This is your own company ? 

Mr. Brenner. U.S. Truck Sales. 

Mr. Bonner. Are there any additional records you have here? 

Mr. Brenner. Let’s see what I have here. 

This is a letter from the Directorate of Sales, British Ministry of 
Supply. We needed this to bring these trucks through customs. Do 
you want me to read this ? 

Mr. Bonner. Yes. 

Mr. Brenner (reading) : 

Dear Strs: Contract GER/19406 dated August 5, 1950, U. S. Truck Co. In 
reply to your letter dated August 12, we wish to add to our letter dated August 
8, that the vehicles purchased by the above contract have’. been obtained 
from any United States Government disposal agency. 

Further it is confirmed that the Directorate of Sales, Hamburg is a Directorate 
of the British Ministry of Supply. 

Yours faithfully. 

In other words, these motor vehicles have never belonged to the 
United States Government. They were purchased by the British 
Ministry in the United States with their own funds. 

Mr. Bonner. Will you identify which trucks they are? 
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Mr. Brenner. I believe it is that last contract. The reference 


number is 19406. 
Mr. Bonner. It doesn’t say whether it was purchased under lend- 


lease. 
Mr. Brenner. It doesn’t tell you that. 
Mr. Bonner. Will you let us have that letter for the record ? 
(Exhibit 4 is as follows :) 


Exuisit 4—LerTer From DIRECTORATE OF SALES 


Tele: Hamburg 33 47 32 
DIRECTORATE OF SALES 


MINISTRY OF SUPPLY 
(Mohlenhof, Burchardstr. 17) ¢/o Commissioner’s Office 


HANSESTADT Hampure, B. A. R. 3, 18th August, 1950. 
In reply quote CONT/19406 
Contract GER/19406 da* 15th August, 1950, U. 8. Truck Co. 

Dear Sirs: In reply to your letter dated 12th August, we wish to add to our 
letter dated Sth August, that the vehicles purchased by the above contract have 
not been obtained from any United States Government Disposal Agency. 

Further it is confirmed that the Directorate of Sales, Hamburg is a Directorate 
of the British Ministry of Supply. 


Yours faithfully, rie 
[SEAL] ; J. E. V. DeENoH, 
For Director of Sales. 
Airmail 


The U. 8S. Truck Sales Co., 
1750 East 55th Street, 
Cleveland 3, Ohio, U.S. A. 

Mr. Brenner. Here is another one, dated October 1950. 

Dear Stirs: This is to certify that the vehicles described below have been 
purchased by you at the price quoted from the Directorate of Sales, Hamburg, 
of the British Ministry of Supply. 

The vehicles are from surplus ex-service stores sent to Germany for the use 
of the services from the United Kingdom and have been British owned. 

Yours faithfully. 

Mr. Bonner. They say “have been British owned.” They do not 
say in that letter that they were not American property. 

Mr. BrenyXer. They do not say it in those same words, 

> . © . . = . 

Mr. Bonner. As it did say in this letter? 

Mr. Brenner. That is right. 

Mr. Bonner. Let us have that for the record. We will return all 
your records. 

Mr. Brenner. I am not a bit worried. 

(Exhibit 5 is as follows :) 
Exurstt 5—Letrer From DIRECTORATE OF SALES 
In reply quot~ “ONT/194, 
DIRECTORATE OF SALES 


MINISTRY OF SUPPLY 


(Mohlenhof, Burchardstr, 17) c/o Commissioner’s Office 


HANSESTADT-HAMpBokRG, B. A. O. R. 3, October, 1950. 
Dear Sirs, This is to certify that the vehicles described below have been pur- 
chased by you at the price quoted from the Directorate of Sales, Hamburg of the 
British Ministry of Supply. 
82897—51—pt. 1——-3 
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The vehicles are from surplus ex-Service stores sent to Germany for the use 
of the Services from the United Kingdom and have been British owned. 


Yours faithfully, 





(For Director of Sales.) 





Type of Vehicle Engine No. 

















Mr. Brenner. This letter is just a letter telling us that we have an 
option to purchase some motor vehicles on the same contracts. 

This is a receipt for a money draft, moneys which were wired over to 
England. Do you care for that? 

Mr. Bonner. Does the committee desire those ? 

Mr. Lanrarr. May I ask a question on this? 

Mr. Bonner. Yes. 

Mr. Lanrarr. Was this the down payment? 

Mr. Brenner. They demanded a 20-percent deposit. 

Mr. Bonner. Before shipment was made? 

Mr. Brenner. They wanted a 20-percent deposit when you were 
awarded the contract. 

Mr. Bonner. When they make the contract. 

Mr. Brenner. And shipments are not made until it is completely 
yaid for. 

The first one may have been 20 percent. Is that 20 percent of 
$39,000 ? 

Mr. Lanrarr. No; it is not. 

Are those both one and the same transactions ? 

Mr. Brenner. This one is August 22. This one does not have a 
date. I really do not know, although I am sure it is. 

Mr. Bonner. I do not think it is very material. 

Mr. Brenner. These are just photostatic copies of the contracts I 
already handed over. 

This letter is a letter from the Ministry of Supply advising us that 
one of the camps are going to be closed down and that pertained to 
getting the trucks out. It is quite a long letter. 

This is a photostatic copy of a letter that we needed to get these 
trucks through customs. It gives the motor numbers and serial num- 
bers of some of the Ward-LaFrance trucks on lot No. 475 on that 
contract. 

Mr. Bonner. They are American-built trucks? 

Mr. Brenner. These are all American-built trucks. 

Mr. Bonner. We will take that. We will insert that into the record. 
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(Exhibit 6 is as follows :) 


Exuisit 6—LETTER FROM DPRECTORATE OF SALES 
{Tele: 33 47 32] 
DIRECTORATE OF SALES 
MINISTRY OF SUPPLY 


(Mohlenhof, Burchordstr, 17) % Commissioner’s Office 
HANSESTADT, HAmBuRG, B. A. O. R. 3, 29th August 1950. 
In reply quote CONT/19406A. 
Contract GER/19406A dated 17th August, 1950. U.S. Truck Co., Cleveland, Ohio. 


Dear Sirs: This is to confirm that the vehicles as listed in the undermentioned 
lot have been purchased from the Directorate of Sales, HamsBure of the British 
Ministry of Supply: 

Ex 11 Vehicle Park, Voerden: 
Lot 475/11 Ward la France Breakdown Tractors 8 (Nos.) : 


Engine No. Chassis No, 

22R 7440 545958 
= 6920 535371 

vi 6766 545778 

ae 6962 535396 

f 6964 535407 

igs 6940 5385352 

~ 3220 535389 

— 545793 

These vehicles are surplus ex-Service stores which weer sent out to Germany, 


for the use of the Services, from the United Kingdom and have been British 
owned and have not been obtained from any United States Government Disposal 
Agency. 


Yours faithfully, 
J. E. V. Denon, 


(for Director of Sales). 
Air Mail 
The U. S. Truck Co., 
1750 E. Fifty-fifth Street, 
Cleveland, Ohio, U. 8. A. 

Mr. Brenner. Here is a little pamphlet giving the rules and regu- 
lations of the British Ministry of Supply for sales. 

Mr. Bonner. Does the subcommittee desire to examine that? 

(There was no response. ) 

Mr. Bonner. That concludes the transactions with the British 
Ministry ¢ 

Mr. Brenner. You may want to look at this. This is a sales 
bulletin. 

Mr. Bonner. That they issued ? 

Mr. Brenner. That they issued. 

Mr. Bonner. Does that identify the equipment as to its origin ? 

Mr. Brenner. That identifies the equipment. 

Mr. Bonner. *As to its origin ? 

Mr. Brenner. It gives you the name of the truck, the type it is, and 
how many of each there are and lot numbers. This is what you use 
to put your bid in. 

Mr. Bonner. We would like to have that for the record. 

(Exhibit 7 is as follows :) 
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Exuisit 7—SALes BuLLETIN : 
DIRECTORATE OF SALES 
MINISTRY OF SUPPLIES 
(Mohlenholf, Burchardstr. 17), c/o Commissioner's Office, Hansestadt Hamburg, 
B. A. O. R. 3 
Telephone: Hamburg 383—47—25 or 33—47—24 
Telegrams: Dirosales Hamburg 
SCHEDULE NO. GER/208 
NOTICES AND SPEcIAL CONDITIONS FoR SALE or SURPLUS VEHICLES, ENGINES, ETC., 
LocaTED AT No, 11 VEHICLE PARK, VoRDEN, NEAR OsSNABRUCK; “A” VEHICLE 
ParkK, BAHRENFELD, HAMBURG 
1. The Sales Directorate has available for disposal the surplus vehicles, 
engines, etc., detailed on the attached Schedules. 
2. Full facilities exist for inspection of the goods at the Parks. Visitors will 
be responsible for their own travelling and accommodation expenses in Germany. 
3, Tenders are to be submitted on the Tender Form enclosed, and must be F 
received in the Directorate of Sales, Hamburg, by 2:30 p, m,, on 
WEDNESDAY, 20TH SEPTEMBER 1950 : 
Tenderers should not make any enquiries as to the result of their tenders i 


until after 3 p. m. on Friday, 22d September 1950.) 

4. The goods are to be taken in the condition “as and where lying. 

5. The descriptions shown in the Schedule are only intended to afford some 
initial guidance to tenderers in determining their interest in the goods offered. 
They will not impart into any resultant contract any warranty that the goods 
are in fact as described and tenderers are, therefore, responsible for satisfying 
themselves by inspecting the goods. The Tenderer will be deemed to have 
inspected the goods when an offer is submitted. Clauses 2 and 3 of the Ministry 
of Supply Conditions of Contract for Sale of goods ex-Germany (Form “A’”’) 
particularly relate to condition of goods. 

6. The sale will be by lot and not by quantity or weight. Quantities and/or 
weights are given for guidance only and do not impart into the contract any 
warranty that the goods, quantities, or weights are as stated. Purchasers are 
responsible for satisfying themselves regarding the particulars of the goods. 
(See paragraph 3 of Form “A”.) 

7. Trade-marks.—Purchasers are warned that the goods may bear a mark, 
the use of which on or in connection with the goods in. the United Kingdom 
or in other territories may be an infringement of Trade-Mark Rights owned by 
a third party. The importation of such goods into the United Kingdom may 
also constitute an offense under the Merchandise Mark Acts. The Ministry 
accepts no responsibility for any such infringement. 

8. The Department will, if desired, arrange for transportation of the goods 
to the frontier of, or a port of, the British Zone of Germany, without charge 
to the Purchaser, but the latter will be responsible from the time the goods 
commence to be loaded at the Depot. (See paragraph 5 of Form “A”). 

9. Any sale will be subject to the conditions of Form “A” dated 1st January 
1950, a copy of which will be sent on application if not already held, and to the 
undermentioned special conditions :— 

(A) All goods must be exported out of Germany. 

(B) Import Licences. It is understood that the sale of surplus vehicles 
on the U. K. Home Market will be permissible but intending Purchasers 
of vehicles and/or any other stores on this Schedule should first ascer- 
tain whether or not import licences will be granted. (See paragraph 16 
of Form “A”.) 

(C) Whilst other currencies are not debarred, hard currencies are pre- 
ferred. 

(D) Purchasers will be expected to remove the goods as speedily as pos- 
sible. They will be required to pay the deposit (paragraph 25 of Form 
“A”’) within the stipulated period and to move at least one half of the 
goods within two months from the date of acceptance and the whole within 
three months from the same date unless other periods are stipulated for 
and embodied in the acceptance of offer. 
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The penalties for failure to pay for and remove the goods within the 
time specified in the contract are set out in Form “A.” Particular atten- 
tion is drawn to the Department’s right to recover storage and warehous- 
ing costs in the event of removal not being effected in the specified period. 

(E) Buyers should take note that the Officers in charge of Disposals 
Depots and Parks are not authorized to deal direct with buyers except on 
purely local matters. The Disposals Depots and Parks act only on instruc- 
tions from Headquarters. Buyers should contact the Sales Directorate on 
all questions relating to conditions of sale, payments, adbandonment of 
stores, etc., and the Disposals Group on all questions concerning delivery 
arrangements. 

(Nore.—Permits to visit the parks are attached at the end of the Schedule.) 


Schedule of surplus vehicles available for sale at No. 11 Vehicle Park, Vérden, 
near Osnabriick 


[(Vérden) Tender Schedule No. GE R/208 Tenders due on 20th September 1950] 
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Se : 
Lot No | Description | Quantity 
' 
| 
50/11... | Ford, 3-ton Vehicles 4 x 4 G. S. Lorries (reported to be mainly in fair | s 
| _ condition). 
120/11... | Ford, 5 ewt. 4 x 4 Jeeps (in poor condition and without wheels and | 5 
tyres). 
212/11... | Dodge, 3-ton, 4 by 2 Lorry (with wheels, but without tyres and tubes) 20 
288/11 __. Dodge, 3-ton 4 x 2 Lorry (with wheels, but without tyres and tubes) 20 
321/11_- Dodge, 2-ton 4 x2 2 Lorry (with wheels, but without tyres and tubes)___| 20 
322/11...-- Dodge, 3-ton 4 x 2 » Lorry (with wheels, but without tyres and tubes) | 20 
336/11 | Dodge, 3-ton 4x 2 Lorry (with wheels, but without tyres and tubes) _.-| 20 
346/11... Dodge, 3-ton 4x 2 Lorry (with wheels, but without tyres and tubes) 20 
347/11 __. Dodge, 3-ton 4.x 2 Lorry (with wheels, but without tyres and tubes) ___ | 20 
371/11. | Dodge, 15 ewt. 4x 2 Truck (with wheels, but without tyres and tubes) _| 20 
396/11 Mack, 744-ton 6 x 6 Heavy Truck (Petrol) reported to have a total of | 10 
87 wheels and tyres). | 
397/11___- | Mack, 744-ton 6 x 6 Sup. Truck (Petrol) (reported to have a total of | 10 
91 wheels and tyres). } 
398/11... ‘ Mack, 744-ton, 6x 6 Heavy Truck (Petrol) (Reported to have a total of | 9 
86 wheels and tyres). | 
ES aa Mack, 714-ton, 6x 6 Heavy Truck (Petrol) (Reported to have a total of | 10 
97 wheels and tyres). | 
400/11_... : Dodge, 3-ton, 4 x 2 Lorry, Tipping (Petrol) (Reported to have a total of 6 
16 wheels only—without tyres and tubes) | 
442/11__. Alpion, 3-ton, 4x 4 G. S. Lorry (Petrol) (Reported to have a total of | 8 
| 32 wheels and tyres). 
458/11._.._. - Ford, Canadian, 3-ton, 4x 2 Ambulance (Petrol) (Reported to have a | 21 
total of 81 wheels, but without tyres and tubes). 
RY \ Ford, 3-ton, 4 x 2 G, 8, Lorry (Reported to have a total of 26 wheels | 6 
| and 6 tyres). | 
Ford, 3-ton, 4 x 2 Lorry Tipping (Reported to have a total of 12 wheels | 3 
and tyres). | 
Ford, 3-ton, 4 x 2 Ambulance (Reported to have a total of 12 wheels 2 
| and tyres). 
Ford, 3-ton, 4x 2 Canteen Lorry (Reported to have a total of 8 wheels | 2 
and tyres) | 
All Petrol | 
461/11_....- . Ford, 3-ton, 4x 4 G. 8S. Lorry (Petrol) (Reported to have a total of 72 | 20 
wheels, but without tyres and tubes). 
462/11_..___. Ford, 3-ton, 4x 4 G. 8. Lorry (Petrol) (Reported to have a total of 75 | 20 
| wheels and 6 tyres). 
463/11....... | Ford, 3-ton, 4x 4 G. 8. Lorry (Petrol) (Reported to have a total of 76 20 
| wheels, but without tyres and tubes). 
464/11. .... jak Ford, 3-ton, 4x 4 G. 8. Lorry (Petrol) (Reported to have a total of 69 | 19 
| Wheels, but without tyres and tubes). 
465/11__.- Ford, 3-ton 4x4 G. 8. Lorry (Petrol) (Reported to have a total of 48 | 15 
| Ww heels, but without tyres and tubes). | 
466/11_._. | Ford, 4x 4 Artillery Tractor (Petrol) (Reported to have a total of 30 | 8 
| wheels, but without tyres and tubes). 
467/11..... | Mack, 3-ton, 4x 2G. 8. Lorry (Petrol) (Reported to have a total of 36 6 
| _ wheels and tyres) | 
468/11. | Mack, 6x 4, Breakdown Tractor (Petrol) (Reported to have a total of 6 
| 34 wheels and tyres). 
478A/11 | Ward la France, 6x 6 Heavy Breakdown Tractor (Petrol) (Reported to 


4 
have a total of 24 wheels, but without tyres and tubes). 

478B/11__- Ward la France,6x 6, Heavy Breakdown Tractor (Petrol) (Reported to 4 
have a total of 37 wheels, but without tyres and tubes) 

Ward la France, 6 x 6, Heavy Breakdown Tractor (Petrol) (Reported 4 

to have a total of 32 wheels, but one tyre only). | 

479B/11_ , | Ward la France, 6x6, Heavy Breakdown Tractor (Petrol) (Reported to | 4 

4 

4 


479A/11_- 


have a total of 32 wheels, but one tyre only). 
Wardla France, 6x6, Heavy Breakdown Tractor (Petrol) (Reported to 
have a total of 30 wheels, but without tyres and tubes 
480B/11_...-. — Wardla France, 6x 6, Heavy Breakdown Tractor (Petrol) (Reported to 
have a total of 26 wheels, but without tyres and tubes) \ 


480A /11__..- 
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Schedule of surplus vehicles available for sale at No. 11 Vehicle Park, Vérden, 


near Osnabriick—Continued 











Lot No. Description Quantity 
GED cin dctinctii Ward la France, 6x6, Heavy Breakdown Tractor (Petrol) (Reported to 4 
have a total of 24 wheels, but without tyres and tubes ). 
Es ceiotn neta Ward la France, 6x6, Heavy Breakdown Tractor (Petrol) (Reported to 4 
have a total of 25 wheels, but without tyres and tubes). 
Qi used Cone, ae 4, Car (Petrol), (Reported to have a total of 170 wheels and 43 
yres). 
ee bsiinwitnde cust Ford, 3-ton, 4x 4 G. 8. Lorry (Petrol), (Reported to have a total of 68 17 
wheels and 25 tyres). 
WN enietowd Ford, 3-ton, 4 x 4 G. 8. Lorry (Petrol), (Reported to have a total of 72 18 
wheels and 21 tyres). 
605/11 as pue,® 7S 4 4 4 Lorry (Petrol), (Reported to have a total of 72 wheels 18 
an yres 
ere aero es -ton, 4 4 4 Lorry (Petrol), (Reported to have a total of 75 wheels 20 
and 15 tyres 
SEE ees ert ® -ton, 4 Y 4 Lorry (Petrol), (Reported to have a total of 62 wheels | 16 
and 9 tyres 
Se iccmaxeshanctunes oo $-ton, 4x 4 Lorry (Petrol), (Reported to have a total of 72 wheels 20 
an tyres). 
RUD EPR Ford, 3-ton, 4x 4 Lorry (Petrol), (Reported to have a total of 64 wheels 17 
and 15 tyres). 
RESALE. PASTE Chevrolet, 3-ton, 4 x 4, Field Artillery Lorry. Wheelbase 101’’; winch 3 
fitted. (Reported to have a total of 12 wheels and 3 tyres). 
§16/11__..............| Chevrolet, 15 ewt., 4x 2 Truck, (without wheels, tyres and tubes) __.._. 20 
de Chevrolet, 15-cwt., 4x 2 Truck, (without wheels, tyres and tubes) _- 20 
ER RE aes. 15-ewt., 4x 2 Truck, (with 30 wheels, but without tyres and 20 
ubes). 
Sabah adikeucielaiien Chevrolet, 15 cwt., 4 x 2 Truck (with 45 wheels, but without tyres and 20 
tubes). 
EET Se SS ares, 15 ewt., 4 x 2 Truck (with 77 wheels, but without tyres and 20 
tu 
5s SR ee ee ba oa 15 ewt., 4x 4 Truck (with 80 wheels, but without tyres and 20 
tu 
RUT ste shen Boo ei 15 ewt., 4x 4 Truck (with 80 wheels, but without tyres and 20 
tu 
tii ets ches eccecill Coane, 15 ewt., 4x 4 Truck (with 80 wheels, but without tyres and 20 
tubes). 
AS) Se ye 15 ewt., 4x 4 Truck (with 79 wheels, but without tyres and 20 
tubes) 
i sitintiidenedaded —— 15 cwt., 4x 4 Truck (with 79 wheels, but without tyres and 20 
tubes) 
Wt acowedesas cane Dodge, 15 cwt., 4 x 2 Truck (Petrol) (with wheels, but without tyres 20 
and tubes). 
2 SY Fey on, 2 Ford, 3-ton, 4 x 4 Truck (Reported to have a total of 137 wheels and 24 35 
tyres). 
WO vaitsockerdsouee Dodge, 15 ewt., 4 x 2 Truck (Petrol) (Reported to have a total of 79 20 
wheels, but without tyres and tubes). 
| Ee ae aS Dodge, 15 ewt., 4 x 2 Truck (Petrol) (Reported to have a total of 77 20 
wheels, but without tyres and tubes). 
| MRR PIED ae ct J Dodge, 15 ewt., 4 x 2 Truck (Petrol) ey Lmaperees to have a total of 80 20 
wheels, but without tyres and tubes). 
GE nis aden Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 81 wheels, 20 
but without tyres and tubes). 
Gi tisceakdenconss Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
Sea ee A Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
a ar a ee Dodge, 3-ton, 4 x 2 (Lorry ous (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
| EE oe ee Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
NSE Ss | Dodge, 3-ton, 4x 2 Lorry (Petees) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes) 
eo Dodge, 3-ton, 4.x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
540/11... nen Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
| EE Sec eee Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
| RE ee ee Dodge, 3-ton, 4 x 2 Lorry (Petrol) (Reported to have a total of 80 wheels, 20 
but without tyres and tubes). 
es ee oe Ford, 3-ton, 4 x 2 (German Type) G. 8. Truck (Petrol) (Reported to 5 
have a total of 28 wheels and 28 tyres). 
| RD, Sie re Ford, 5 ewt., 4.x 4 Jeep (Petrol) (Reported to have a total of 40 wheels 11 
and 40 tyres). 
es Cen Dodge, 15 ewt., 4 x 2 Truck (Petrol) (Reported to have a total of 4 20 
wheels, but without tyres and tubes) 
Se oe Ae Fe Dodge, 15 ewt., 4 x 2 Truck (Petrol) ‘iteportea to have a total of 80 20 
wheels, but without tyres and tu 
SS PRS ER Dodge, 15 ewt., 4 x 2 Truck (Petrol) "Reported to have a total of 80 20 
wheels, but without tyres and tubes). 3 
CE hs sks ccsdous Mack, 6 x 6, Heavy Truck (Petrol) one with winch. (Reported to have 3 








a total of 30 wheels and 30 tyres). 
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Schedule of surplus vehicles, engines, etc., available for sale at “A’’ Vehicle Park, 
Bahrenfeld, Hamburg 


{(“A” Park) Tender Schedule No. GER/208. Tenders due on 20th September 1950] 














Lot No. Description | Quantity 
estnitndiiniaaiamntitey - - a = 
612/A_...............| Mack, 6-ton, 6 x 6 (twin rears) Heavy Tractor (Petrol) with winch 4 

(Reported to have a total of 33 wheels and _ tyres). 
GAs, « chic windoek Chevrolet, 30 cwt., 4x 4 G. 8. Lorry (Petrol) (Reported to have a total 20 
of 64 wheelrims but without tyres and tubes). 
726/A_.- othe Daimler, Engines with Gearboxes (Petrol) (Some parts reported | 31 
missing). 
. See International,'15 ewt. Trucks (Petrol) % tracked without armour (Re- 16 
ported to have a total of 32 wheelrims but without tyres and tubes). | 
Widasecese- ; Ford, V.8 Engines without Gearboxes (Reported to be more or less | 86 
incomplete but 1 waterpump and 3 dynamos surplus). } 
729/A... 5 hie Mack, 6 x 6 Med, Twin Tractor (Petrol) with winch (Reported to have | 6 
a total of 46 wheels and tyres). 
Wine d~<e bbe en Mack, 6x 6 Med. Twin Tractor (Petrol) with winch (Reported to have | 6 
a total of 54 wheels and tyres). | 
a Mack, 6x 6 Med. Twin Tractor (Petrol) (Reported to have a total of 48 | 5 
wheels and tyres). | 
. a Mack, 6-ton, 6 x 6 Med. Twin Lorry (Petrol) (Reported to have a total | 5 
of 40 wheels and tyres). 
Se cintnteacisendea | Mack, 6-ton, 6x 6 Heavy Twin Tractor (Petrol) with winch (Reported | 4 
to have a total of 29 wheels and tyres). 
A ee .| Mack, 6-ton, 6x 6 Heavy Twin Tractor (Petrol) with winch (Reported 4 
to have a total of 34 wheels and tyres). 
ee Austin, 3-ton, 6 x 4 B/D (Petrol) with gantry and winch (Reported to | 2 
have a total of 12 wheels and tyres). 
Wit decesseecseccs — Engines with Gearboxes (Reported to be more or less incom- 90 
plete). 
WeRbtdetcshebctcnos Ward la France, 6 x 6, Heavy Twin Breakdown (Petrol) (Reported to | 3 
have a total of 20 wheels and tyres and 10 wheelrims). 
759/A................| Foden, 6-ton, 4x 2 Twin G. S. Lorry (Diesel) (Reported to have a total 6 
of 31 wheelrims but without tyres and tubes). 
771/A................| Chevrolet, 8 ewt., 4x 4 W/T Trucks (without equipment) (Reported to | 17 
have a total of 66 wheelrims but without tyres and tubes). 
Pei ecatiietsccs — ian; Carte oo ee ec gies : | 440 
e .| Dodge, Engines (Reported to be more or Jess incomplete and without 100 
| gearboxes). | 
Se | Dodge, Engines (Reported to be more or less incomplete and without | 111 
gearboxes). } 
778/A._.._...........| Volkswagen, 4x 2 Type Saloon (Reported to have a total of 12 wheels 3 
and tyres). 
idibst dence Red Diamond Engines (Petrol) (Reported to be more or less incomplete) 50 
eR | Gardener, 4-Cylinder Engines (Diesel) (Some with parts missing and 3 
without gearboxes). 
ee innccbabaiane A. E. C.4x 4 Med. Art. Tractor (Diesel) (Reported to have a total of | 7 
29 wheels and tyres). 
802/A_...............| Diamond T, Engines (Petrol) (Reported to be without gearboxes and 50 
| _ more or less incomplete). 
en ae | Water Trailer, 2 wheeled 150 and 180 galls. (All wheels and tyres re- | 2 
| _ ported to be available). | 
Peidadttnsecect | Mack, 6x 6, Heavy Twin Tractor (Petrol) with winch (Reported to | 2 
have a total of 20 wheels and tyres). | 
cia senincniienionn Meck, 6-ton, 6 x 6 Twin Lorry (Petrol) with winch (Reported to have 2 
|} total of 16 wheels and tyres). } 
Ee | E. R. F., 6-ton, 4x 2 Twin G. 8. Lorry (Reported to have a total of 3 


| 14 wheels and tyres) 





ScHEDULE No. GER/208 
OFFER TO PURCHASE 
Page 1 


To: Hts Brrrannic MAJEstTyY’s MINISTER OF SUPPLY, 
Directorate of Sales, (Mohbanhof, Burchardstr, 17) 
Yo Commissioner's Office, Hansostadt Hamburg, 
B.A. O. R. 3 
The undersigned hereinafter called “the Contractor” hereby offers to pur- 
chase and take delivery of the goods specified in the Schedule GER/208 and 
quoted for in the OFFER TO PURCHASE overleaf (to the extent of which you may 
determine in accepting this offer), at the price set forth by the Contractor 
in the said offer, and in the following freely offered currency or currencies, 
. - * + * > 7. 
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The Contractor hereby agrees to be bound by the Notices and Special Con- 
ditions of Sale set forth in the Schedule and by the terms of Form “A” dated 
1st January 1950, which he confirms as having been read by him. 

The prices offered are based upon assistance to the extent available not + 
being given by the Authority for packing, loading, ete. (See Condition 5 of 
Form “A”’). 


-+- Strike out “not” if assistance is desired. 


The Contractor agrees to remove the stores sold to him Within a period of 


lb ei einen dltadedi’ tle. Sees Re ei from the date of acceptance of offer. 
I Peewee BA oh a 2 a 1950. 

ane that tele are tinea ie apmecure Gc Comune... 

pF IESyraee USP eae Oee NCP aes meh PEN Os Full name of Firm in CAPITAL 

PR neat Rt oat Nd ge eat ie ate cle RR Pn ye tale LM oC SR es Ee ON 

BEG (iscsi Ah nk cotiancodate 

Telegraphic Address —_ ~~~ a paar 

TeeNORe INO. ..<aens-tusdo a Oe eae Se 24 adn 


NotTe.—Page 2 overleaf must also be completed. Please make all entries in ink. 
(Offer to purchase—Page 2] 


Tender schedule GER/208 








Amount offered for the 
goods, Subject to 
| No. 3 of Conditions 
Lot of Sale in Form ‘A’’ 
r Location Description dated Ist Januar; 
No 
2 ° | 1950 
| | In figures In words 
| 
| 
otanit eee hel on PRE ai bebe 
} | 
Notre.—The following particulars must be inserted: 
COUNTRY TO WHICH GOODS WILL BE EXPORTED 
Delete as necessary: 
United Kingdom for Home Market 
or 
United Kingdom for reexport 
:. pees NAG ORR Le eh LE em ee ys BO eR me HES : : ors 
or 


Country if other than U. K. 


GERMAN PORT OR FRONTIER TO BE USED 


RRR EE: ee eb ESN CD: FOLDED id ah dinilioe 
Nore.—Page 1 overleaf must also be completed. Please make all entries in ink. 
Deport PERMIT 
To be retained by the Depot Custodian. 
Available for ONg visit only. 


ON cnt pected wig erage ds oy ticey cinco” Eh ee teen we Bae 
No. 11 V. P. Vorrpven, for the purpose of inspecting the stores listed on 
Schedule GER/208 only. 


*To be completed by the visitor. 


DIRECTORATE OF SALES, 
MINISTRY OF SUPPLY, 

H. Fox 

(For Director of Sales). 
































j 
at 
| 
- 
¥ 
4 


soe Cae aghir 


BATON Y 


eT Lo ra 





DISPOSITION OF WAR SURPLUS PROPERTY 33 


Deport PERMIT 


To be retained by the Depot Custodian. 
Available for One visit only. 
FN iki tke ce codnlinnitcttindadimimmarionnnce Ge berely auiierisel te fotee 
“A” V. P. BAHRENFELD, for the purpose of inspecting the stores listed on 
Schedule GER/208 only. 
*To be completed by the visitor. 
DIRECTORATE OF SALES, 
MINISTRY OF SUPPLY, 
H. Fox 
(For Director of Sales). 


Mr. Brenner. To the best of my knowledge, at the moment, that is 
all I have. 

Mr. Bonner. On your transactions with the British Ministry ¢ 

Mr. Brenner. On U.S. Truck Sales, 

Mr. Bonner, That is with respect to trucks and automotive parts ? 

Mr. Brenner. Right. 

Mr. Bonner. Will you give us a record of Allied ? 

Mr. Brenner. I do not have Allied. These are with STEG. 

Mr. Bonner. STEG dealing with Allied ? 

Mr. Brenner. These are STEG with U.S. Truck Sales. 

Mr. Bonner. STEG dealing with your business ? 

Mr. Brenner. That is right. I wasn’t asked to bring the papers for 
Allied. 

Mr. Bonner. I understand that. 

Mr. Dawson. May I ask a question at this point? Can you tell us 
when the Allied Equipment Company was formed ¢ 

Mr. Brenner. The latter part of 1948. It was either 1947 or 1948. 

Mr. Dawson. And the U. 8S. Truck Sales was incorporated in 1917? 

Mr. Brenner. 1915. 

Mr. Dawson. What position do you hold with Allied? 

Mr. Brenner. Treasurer. 

Mr. Dawson. Are the officers of Allied and the officers of U. S. 
Truck Sales Co. the same? 

Mr. Brenner. No, sir. None of the officers of Allied are connected 
with the U. S. Truck Sales. 

Mr. Dawson. How about the ownership of the stock. Who owns 
the majority of the stock in U. S. Truck? 

Mr. Brenner. I do. 

Mr. Dawson. Who owns the majority of stock in Allied ? 

Mr. Brenner. It is evenly divided among four people. 

Mr. Dawson. Did you get them together to form this new corpora- 
tion ? 

Mr. Brenner. No; I didn’t. 

Mr. Bonner. All of these transactions have taken place since June 
of 1950, that you presented so far? 

Mr. Brenner. With U.S. Truck Sales? 

Mr. Bonner. Yes, sir. 

Mr. Brenner. Yes, sir; I believe they have. 

Mr. Bonner. The records will show. I think it is so from the dates 
you gave. 

Mr. Brenner. The U. S. Truck Sales purchases were, I think, all 


since June 1950. 











34 DISPOSITION OF WAR SURPLUS PROPERTY 


Mr. Bonner. Yes. This is U.S. Truck with STEG? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. Does that include transactions with Dawson who rep- 
resents STEG? 

Mr. Brenner. Yes. 

Mr. Bonner. If you will read those, please. 

What is the first paper you have? 

Mr. Brenner. That is just an inquiry on some cabs from these 
motor trucks that came in. Someone was interested. I did not know 
it was in the file here. 

This is a letter to the American Union Transport Co. : 

We are enclosing our check No. 468 in the amount of $40,000 to be applied 
on ocean freight for 200 Diamond T trucks that arrived from Europe on board 
the steamships Muncaster Castle and Tervaete. 

The third ship is the steamship Houffalize. 

Mr. Bonner. Do you have the invoices for that shipment? 

Mr. Brenner. I do not know if I do or not. 

Mr. Bonner. We would like to have that letter you just read for 
the record. 

What is the date of that? 

Mr. Brenner. November 6, 1950. 

(Exhibit 8A is as follows: ) 


Exurpit 8A—LEtTTER From U. S. Truck Sates Co. 


THE U. S. Truck Sates Co., 
Cleveland, Ohio, November 6, 1950. 
AMERICAN UNION TRANSPORT CoO., 
17 Battery Place, New York, N. Y. 
(Attention: S. Astrove.) 

We are enclosing our check No. 468 in the amount of $40,000 to be applied 
on ocean freight for 200 Diamond T trucks that arrived from Europe on board 
The 8. S. Muncaster Castle, 8. 8. Tervaete, and 8. S. Houffalize. 

Payment of the aforesaid charges is not to be construed as a waiver of our 
rights or claims for damages to the shipment whatever they may be and we 
reserve the right to hold you responsible for any damages to this shipment of 
trucks. 

Very truly yours, 
THE U. S. Truck Sates Co., 
Harvey M. BRENNER. 

Mr. Bonner. Do you have the invoices for those shipments? 

Mr. Brenner. I do not know if I brought them with me. I could 
mail them to you. 

Mr. Bonner. We would like to have them. 

Mr. Brenner. All right. 

Mr. Bonner. That was purchased from STEG. 

Mr. Brenner. That was purchased from Trucks & Spares. That 
is the name of the company Dawson has in Germany. 

Mr. Bonner. Approximately what time was that purchased ? 

Mr. Brenner. That purchase was made somewhere in October, I 
believe. 

Mr. Bonner. October 1950? 

Mr. Brenner. I might come across the transfer of the funds. Here 
it is. I transferred $70,000 on September 13. 

Mr. Bonner. September 13, 1950? 

Mr. Brenner. That is right. 
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Mr. Bonner. That payment was made before they were shipped ? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. That was the full payment for 200 trucks? 

Mr. Brenner. That wasn’t the full payment. We paid, as I re- 
call, $80,000 for these 200 trucks. And I transferred, according to 
this sheet, $70,000. I transferred $2,000 for expenses on this one. I 
do not have the other receipts. It was $80,000. 

Mr. Bonner. Will you let us have those receipts ? 

Mr. Brenner. Here they are. This is on Dawson-STEG. 

Mr. Bonner. And the total amount was $80,000 ? 

Mr. Brenner. $80,000 for the motor trucks. That was all besides 
expenses. These are the receipts. 

(Exhibit 8B follows: ) 
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Mr. Brenner. These are just insurance receipts. 








Mr. Bonner. We don’t want those. i 
Mr. Brenner. This is a copy of a contract between Trucks & Spares ; 
and U.S. Truck Sales, which Mr. Lutes and Mr. Dawson agreed upon. : 
Mr. Bonner. That is a contract for what? 
Mr. Brenner. These same 200 trucks. : 
Mr. Bonner. These 200 trucks? 7 
Mr. Brenner. Do you want me to read this? j 
Mr. Bonner. What is the date of that ? q 
Mr. Brenner. It is dated September 14. 3 
Mr. Bonner. I think we better have that for the record. { 
(Exhibit 9 follows :) ; 
id 
EXHIBIT 9 5 
14/9/1950 3 
SALES AGREEMENT q 
between the firms of— 2 
Trucks & Spares Kraftfahrzeug GmbH. , 
% Frankfurt/Main y 
al Feldbergstrasse 28 3 
3 represented by Mr. Edgar Hess 3 
# and Mr. Joseph Knobel } 
4 —known as “Sellers” hereafter— * 
a P & 
Bs and— ‘ 
S. Truck Sales 4 
; Cleveland/Ohio § 
fi represented by Mr. W. J. Lutes 
'{ —known as “Buyer” hereafter— 
F WITNESSETH : 
a The buyer agrees to buy and the seller agrees to sell. 
‘ 200 Dramonp T 4 ton, 6 x 6, Surplus stocks at buyers selection from stocks 
i owned by sellers obtained from S. T. E. G. Gropat Dea located at Kitzin- 
% gen/Germany at the price of US$ 400.—each fob Kitzingen camp (i. e. four- 
i hundred US-dollars). 
Terms of payment.—The buyer agrees to pay by certified cheque US$ 240.— 
e each to STEG for 200 Trucks and the differences of US$ 160.—each to Trucks & 
\ Spares when trucks are released by STEG. 
‘ The seller agrees to provide Export License, a certificate of American goods 
tt returned, a certificate or release from STEG which includes a free and clear 
4 bill of sales. 
Receipt is hereby acknowledged by seller for certified cheque in the amount 
of US$ 10.000,— (Nr. 623) as a deposit on this Sales Agreement. 
Receipt is furthermore hereby acknowledged for one bank cheque in the 3 
amount of US$ 48,000,—(Nr. 017948) to STEG and another one in the amount 3 
of US$ 22.000.—)Nr. 017947), made out for Trucks & Spares Kraftfahrzeug 7 
GmbH., Frankfurt/Main. 
Witness our hands on seals this 14th day of September 1950. 3 
SELLERS : BUYER: \ 
Trucks & Spares U. 8. Truck Sales ‘ 
Kraftfahrzeug GmbH. Cleveland/Ohio { 
Frankfurt/Main Represented by : 
Represented by : (W. J. Lutes) : 
(Knobel) (Hess) r 
Mr. Brenner. Here is another document. In this document Mr. i 
Dawson gave us the asking prices for these motor trucks. 3 


Mr. Bonner. What is the date of that ? 

Mr. Brenner. That is dated August 26. 

Mr. Bonner. We will have that for the record. 
(Exhibit 10 is as follows :) 
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Exursit 10 
Aveust 267TH. 1950. 
Paris (France) 
SALES AGREEMENT 


3etween George DAWSON, Cannes, France, Truck Spares Frankfurt, Germany, 

known as Sellers hereafter and U. 8. Trucks Sales, Cleveland, Ohio, represented 

by W. J. Lutes hereafter known as purchaser 

The purchaser agrees to buy on the sellers agrees to sell subject to inspection 
by purchaser, 100 6 x 6 6-Ton white or Brockway or more surplus Trucks located 
in Western Zone of Germany obtained from 8.T.E.G. at their depot. Price 900 
dollars each f.o.b. Railroad Cars. 

200 or more DIAMOND T. 6 x 6 4-Ton Surplus Trucks Located in Western 
Zone of Germany obtained from Steg. at their depot. Price 400 dollars each 
I’.O.B. Railroad Cars, 


TERMS OF PAYMENT 


The purchaser agrees to pay by check or open letter of credit to the seller for 
the minimum of 300 Trucks within 12 days if accepted from date of this agree- 
ment. 

The seller agrees to provide export licenses, a certificate of American Goods 
Returned, a certificate or release from 8.T.E.G. which includes a free and clear 
bill of sale. 

Buyer will furnish seller with complete lists of trucks chosen by him within 


30 days. 
Receipt is hereby acknowledged by seller for DOLLARS 10.000. as deposit on 


this agreement. 

In event said trucks do not pass inspection within five days seller agrees to 
apply the DOLLARS 10.000. on the purchase of 200 INTERNATIONAL HALF 
TRACKS or more at 125, Dollars each f.o.b. Hamburg, Germany, purchased from 
COLNBROOK TRADING CO. through George Dawson authorized representative. 

The above INTERNATIONAL HALF TRACKS are also subject to an expert 
license from Hamburg to U. S. A., certificate of American goods returned and 
release from British Ministry of Supply. 

Witness our hands and seal this 28th day of August 1950. 

Purchaser : 

U.S. Truck SALEs, Cleveland, Ohio. 
W. J. LUTEs. 


Seller : 
Trucks & Sparkes, F'rankfurt, Germany. 
GrorGE DAwson, Cannes, France. 
G. Dawson, Colnbrook Trading Co. of England. 

Mr. Brenner. This is an invoice from Trucks & Spares. 

Mr. Bonner. That is in addition to the 200 we have just discussed ¢ 

Mr. Brenner. It says: 

We herewith certify that the used United States Army vehicles sold to you, 
which originated from United States Army stocks, have been taken over by STEG 
prior to July 1, 1949. 

We needed that to clear that through Commerce and customs. 

Mr. Bonner. All right, sir. You need not leave that with the 
subcommittee. 

Mr. Brenner. You do not want that? 

Mr. Bonner. No; unless some member of the subcommittee desires 
to have it. That was pertaining to lend-lease, prior to lend-lease. 

Mr. Brenner. This document gives the motor numbers and serial 
numbers of the 200 vehicles. 

Mr. Bonner. Yes; we better have that, sir. 

(Exhibit 11 is as follows:) 
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Mr. Brenner. This is a letter from the B. & O. Railroad. They 
loaded some of these trucks on railroad cars. 

Mr. Bonner. That is just about transportation. 

Mr. Brenner. This is a letter from the American Union Transport 
Co., advising us that one of the ships carrying 100 trucks had run into 
some bad weather. 

Mr. Bonner. Is that a part of this 200? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. We do not need to take that. 

Mr. Brenner. This is an insurance policy. 

Mr. Bonner. How much insurance did you carry on these 200 
trucks ? 

Mr. Brenner. As I recall, we insured them for about what we paid 
for them. 

This is an answer from the United States Department of Commerce 
allowing us to reimport these trucks into the United States. 

Mr. Bonner. What is the date of that? 

Mr. Brenner. We filed an application September 28, and this an- 
swer came dated October 3. 

Mr. Bonner. And the trucks were delivered when ? 

Mr. Brenner. Do you have that there? 

Mr. Bonner. About November ? 

Mr. Brenner. Some time in November. 

Mr. Bonner. The trucks reached the United States about No- 
vember ? 

Mr. Brenner. Yes, sir; I do not have the exact dates on that. 

Mr. Bonner. Yes; we would like to have the communication from 
the Department of Commerce. 

(Exhibits 12A-12D follow: ) 


Exauisits 12A-12D—Letrrers Re Trucks PurRcHASED By U. S. Truck 
Sates Co. 


Exutsit 12/ 


UNITED STATES DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN AND DOMESTIC COMMERCE, 
Washington, D. C., October 3, 1950. 
In reply refer to: IC-—27. 
Air Mail 
Mr. EpwaArp UDELSON, 
The United States Truck Sales Co., 1750 Bast 55th Street, 
Cleveland 8, Ohio. 

Dear Mr. UpELSoN: We have your letter of September 28 in which you request 
permission to reimport into the United States from Germany 200 Diamond T, 
4-ton, 6x6 trucks, which are classified as foreign excess property. 

We approve this application since we consider these all wheel drive heavy 
trucks are in short supply and their reentry would be beneficial to the economy 
of the portion of the country in which you intend to enter and sell them. 

Kindly advise us when you have complied with the agreement to cannib: alize 
100 of these trucks so that we may then close our record on this case. 

This approval applies to this particular application only and the supply situa- 
tion as it now exists. It does not necessarily imply approval of other applications 
for the return of equipment of this type. 

We are advising the Collectors of Customs at Baltimore, Md., and New York 
City of this decision, as per copies of letters enclosed. 

Very truly yours, 
WILLIAM L. Beck, 
Foreign Excess Property Officer. 
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Eruisit 12B 


UNITED STATES DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN AND DOMESTIC COMMERCE, 
Washington, D. C., October 8, 1950. 
In reply refer to: IC—27. 
Re: The U. 8S. Truck Sales Co., 1750 East 55th St., Cleveland 3, Ohio. 
COLLECTOR OF CUSTOMS, 
Baltimore, Md. 

Dear Str: We have today approved an application dated September 28, 1950, 
from the subject company for permission to reimport into the United States from 
Germany 200 Diamond T, 4-ton, 6x6 trucks, which are classified as foreign excess 
property. A copy of our letter of approval is enclosed. 

We have been advised that 100 of these trucks will arrive in Baltimore on or 
about October 7, 1950, on the SS Muncaster Castle from Rotterdam. The balance 
of the trucks will enter at the Port of New York. 

Very truly yours, 
WILLIAM L. BECK, 
Foreign Excess Property Officer. 


Exuisit 12C 


U. S. DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN AND DoMESTIC COMMERCE, 
Washington, D. C., October 3, 1950. 
In reply refer to: IC-27. 
Re: The U. 8S. Truck Sales Co., 1750 E. 55th St., Cleveland 3, Ohio. 
COLLECTOR OF CUSTOMS, 
New York, New York. 

Dear Str: We have today approved an application dated September 28, 1950, 
from the subject company for permission to reimport into the United States from 
Europe 200 Diamond T, 4-ton, 6 x 6 trucks, which are classified as foreign excess 
property. A copy of our letter of approval is enclosed. 

We have been advised that 100 of these trucks will enter at the Port of New 
York as follows: 

70 trucks will arrive at Pier 14, North River, New York, on or about October 
19, 1950, on the SS HUFFALIZE from Antwerp 
30 trucks will arrive at Pier 14, North River, New York, on or about October 
25, 1950, on the SS TERZABPTE from Antwerp 
Very truly yours, 
WILuIAM L. Beck, 
Foreign Excess Property Officer. 


Exuisit 12D 
SEPTEMBER 28, 1950. 

Via: Airmail 
In Re: Application For The Sale Of War Surplus Trucks From Europe In The 

United States of America. 
Mr. Wi1ttiAM L. Beck, 

Foreign Excess Property Officer, 

Building T, Room 2134, 
N. W. 14th Street & Constitution Avenue, Washington, D. C. 

Dear Sir: On September 14, 1950, we purchased two-hundred (200) Diamond T 
4-ton, 6 x 6 trucks from the Truck & Spares Company of Frankfort, Germany, who 
originally purchased these trucks from STEG. We are asking permission to sell 
these trucks in the United States. 

Our intentions are to cannibalize one-hundred (100) of these trucks for spare 
parts. The other one-hundred (100) trucks we will reprocess and dispose of to 
cur customers in the Eastern and Middle-Western States. 

Since there is a great demand for this type of truck in the Eastern and 
Middle-Western States, we definitely will not sell any of these trucks on the 
West Coast. 
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The following shipping instructions have been given us by our shipper: 
100 of these trucks will arrive in Baltimore on or about October 27, 1950, 
on the SS Muncaster Castle, from Rotterdam, 
70 of these trucks will arrive at Pier 14, North River, New York, on or about 
October 19, 1950, on the SS Hauffalize, from Antwerp. 
30 of these trucks will arrive at Pier 14, North River, New York, on or about 
October 25, 1950, on the SS Terzaete, from Antwerp. 
Your immediate cooperation in this matter will be greatly appreciated. 
Thanking you, we are, 
Respectfully yours, 
Tue U. S. Truck Sates Co. 
EpWarD UDELSON. 





Mr. Bonner. Does that conclude all your transactions with ? 

Mr. Brenner. That concludes the transactions on motor sales that 
the U. S. Truck Sales Co. had in Europe. 

Mr. Bonner. With all parties in Europe ? 

Mr. Brenner. With all parties in Europe. 

Mr. Bonner. Both trucks and accessories, spare parts ? 

Mr. Brenner. No. I have some deals going on with Allied and 
U. S. Truck Sales. I believe I have missed one. We did purchase 
some engines from the British Ministry of Supply in London just 
recently. I am almost sure that is U. S. Truck Sales. 

Mr. Bonner. Just recently? You haven’t received those / 

Mr. Brenner. No; we haven’t received anything on that purchase. 

Mr. Bonner. When did you make that purchase ¢ 

Mr. Brenner. I purchased that approximately 2 months ago. 

Mr. Bonner. About the first of the year? 

Mr. Brenner. About the first of the year. That is not United 
States manufactured material. It was manufactured in Canada. 

Mr. Bonner. Shipped from Canada? 

Mr. Brenner. Shipped from Canada to England. 

Mr. Bonner. And England is selling it ? 

Mr. Brenner. I am buying it in England and attempting to resell 
it in Canada. As a matter of fact, I have sold part of it to a Cana- 
dian dealer. 

Mr. Bonner. You say you have not sold any of your purchases to 
the United States Government ? 

Mr. Brenner. The U. 8S. Truck Sales Co. hasn’t sold anything to 
the Government. 

Mr. Bonner. Has Allied sold some to the United States Govern- 
ment ? 

Mr. Brenner. Allied did sell some crankshafts, parts, that were 
brand new, that we purchased from the British Ministry of Supply. 

Mr. Bonner. When was that? 

Mr. Brenner. When was it we sold them ? 

Mr. Bonner. Yes. 

Mr. Brenner. We sold the crankshafts the early part of 1950, I 
believe. 

Mr. Bonner. The early part of 1950? 

Mr. Brenner. As I recall, the early part of 1950. 

Mr. Bonner. Did U.S. Truck Sales enter into a transaction relat- 
ing to half-tracks purportedly sold to Oakland Truck Sales at a sub- 
sequent date? 

Mr. Brenner. Half-tracks sold to Oakland Sales, Oakland Truck 
Sales? 

Mr. Bonner. Yes. 
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Mr. Brenner. No, sir. 

Mr. Bonner. Are any of your officials associated with any foreign 
syndicate 

Mr. Brenner. Any of our officials? 

Mr. Bonner. Yes, sir, 

Mr. Brenner. No, sir; not to my knowledge. 

Mr. Bonner. Either one of the companies we have been discussing ? 

Mr. Brenner. Will you repeat that? 

Mr. Bonner. Are any of the officials of your company, either one 
of the companies you are interested in, associated with a foreign syn- 
dicate purported to have purchased all vehicles at Kitzengen ? 

Mr. Brenner. No, sir; not to my knowledge. 

Mr. Bonner. Whom did you contact in STEG to make your pur- 
chases ? 

Mr. Brenner. I personnally have never been to Europe myself. 
Mr. Lutes, who was our chief buyer over there, made all the contacts 
in Europe. 

Mr. Bonner. He is your foreign representative ? 

Mr. Brenner. For the U. S. Truck Sales. He was purchasing for 
me. We were partners. I would finance it and he would do the 
buying. 

Mr. Bonner. He spent most of his time in Europe? 

Mr. Brenner. He spends most of his time in Europe, whereas 
I stay here to receive the material and help dispose of it and pay for 
it. He is there now. 

Mr. Bonner. Do you have any information concerning 900 sur- 
plus United States Army trucks imported from the Philippines by 
Green Bros. Enterprises, Inc., of Chicago, part of which was subse- 
quently sold to the Atomic Energy C ommission ? 

Mr. Brenner. Do I have any knowledge? 

Mr. Bonner. Yes. 

Mr. Brenner. Yes, sir. 

Mr. Bonner. Tell us something about that transaction. 

Mr. Brenner. Mr. Udelson, who is a friend of mine, a truck dealer 
and competitor in Cleveland, entered into this deal with the Green 
sros. to purchase this material in the Philippine Islands, I had 
absolutely nothing to do with it. 

Mr. Bonner. Approximately when was that? 

Mr. Brenner. I think that was some time in 1947. It may have 
been the latter part of 1946 or sometime in 1947. 

Mr. Bonner. Whom did they purchase from ? 

Mr. Brenner. They purchased these trucks, I believe, from the 
Philippine Government. 

Mr. Bonner. Do you know anything about the amount of that 
rice ? 

Mr. Brenner. They paid somewhere in the neighborhood of $250 
per truck f. 0. b. Philippines. 

Mr. Bonner. Those trucks were in pretty good condition ? 

Mr. Brenner. They were nice trucks. 

Mr. Bonner. All good, clean trucks. 

Mr. Brenner. Yes, sir. 

Mr. Bonner. They brought those back to the United States? 

Mr. Brenner. They brought them back into the United States, 
Mr. Bonner. Sold them to the Atomic Energy Commission? 
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Mr. Brenner. Yes, sir. They didn’t sell all of them to the Atomic 
Energy Commission. They sold a portion of them. 

Mr. Bonner. Approximately what, would you say 

Mr. Brenner. I really don’t know. Their contract was for over 
a million dollars, and they got some pretty tall prices for them. 

Mr. Bonner. That was in 

Mr. Brenner. I believe they made that sale sometime in 1948. 

Mr. Bonner. Do you have any further information about it? Do 
you know anything ‘else about it ? 

Mr. Brenner. I do know they sold these trucks all over the United 
States as well as to the Atomic Energy Commission. 

Mr. Bonner. They paid $250? 

Mr. Brenner. I believe they paid $250 apiece for them. 

Mr. Bonner. Approximately what was the cost of delivery to the 
United States / 

Mr. Brenner. I cannot answer that question. 

Mr. Bonner. Approximately. 

Mr. Brenner. I do know they chartered ships and got some good 
deals at that time. 

Mr. Bonner. They chartered the ships to bring them in? 

Mr. Brenner. They chartered more than one ship, and ships were 


available at that time. 
Mr. Bonner. Do you have any idea what they sold them for— 


each unit ? 

Mr. Brenner. They were selling them in Chicago and Cleveland 
somewhere around $2,500 or $3,000 : apiece. 

Mr. Bonner. You saw the trucks? 

Mr. Brenner. All I saw were the ones, a few, that arrived in Cleve- 
land. 

Mr. Bonner. Were they American-made trucks ? 

Mr. Brenner. The trucks I saw were all Diamond T’s. 

Mr. Bonner. United States Army—was that what it was? 

Mr. Brenner. Yes, sir. 

Mr. Bonner. The United States Army had given them to the Phil- 
ippines ? 

Mr. Brenner. I wouldn’t know how they acquired them. As I un- 
derstood it, they bought them from the Philippine Government. 

Mr. Bonner. Do you have any information concerning 200 surplus 
United States Army trucks purchased by Frank Testa of Cleveland ? 

Mr. Brenner. Frank Testa of Cleveland purchased these Diamond 
T trucks from Dawson. 

Mr. Bonner. About when did he purchase them ? 

Mr. Brenner. About 6 months ago. 

Mr. Bonner. These were purchased about 6 months ago? 

Mr. Brenner. Yes. 

These were Diamond T, six by six, 4-ton trucks. 

Mr. Bonner. Did he bring them to the United States? 

Mr. Brenner. No; he never brought them in. I believe he bought 
250 of them. After he purchased them from Dawson and given a 
substantial deposit on them or paid for them in full, the United States 
Army surveyors came in and refused to release them, as I understand 


it. 





‘ 


Mr. Testa returned to Europe and filed a claim and he just recently 
was given a $103,000 check refund, plus a $50,000 profit in German 
D marks, German money, which he cannot take out of Germany. 
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Mr. Bonner. Who gave him that? 

Mr. Brenner. I believe the officials of STEG. This is just a story 
that I heard. 

Mr. Bonner. That is just hearsay ? 

Mr. Brenner. Hearsay. 

Mr. Bonner STEG made the settlement with him ? 

Mr. Brenner. I imagine it was STEG. I do not know. 

Mr. Bonner. But you do not know? 

Mr. Brenner. Mr. Testa gave me the information the other day that 
he finally received a check for $103,000. 

Mr. Bonner. Whom did he get that check from? 

Mr. Brenner. He got that from the United States officials in 
Germany. 

Mr. Bonner. The United States Government gave him that? 

Mr. Brenner. [ think it was STEG. 

Mr. Bonner. Then, in addition to that—— 

Mr. Brenner. In addition to that he received $50,000 in D marks, 
which is supposed to be expenses and profit. 

Mr. Bonner. Do you have any information concerning the syndi- 
cates operating on the west coast who are purportedly purchasing and 
importing large quantities of United States Army surplus heavy con- 
struction equipment, trucks, compressors, and so forth? 

Mr. Brenner. It would be hearsay. I have heard rumors that 
they have been bringing in a lot of merchandise. 

Mr. Bonner. Do you know any of them or the name of any of 
them ? 

Mr. Brenner. Yes; I do know some of them. 

Mr. Bonner. The name of the firms? 

Mr. Brenner. Beacon Auto Parts Co. of Los Angeles, Mr. Stone— 
that is one company. There is a company in Kansas City. I can’t 
recall the name of the company. The owner is Mr. Sherman Glazer, 
Kansas City, Mo. They have imported a lot of material from the 
West. There are a number of other companies out there that have 
been bringing them in. 

Mr. Bonner. Have you ever heard of any excise tax due on these 
imports ? 

Mr. Brenner. No; I haven't. 

Mr. Bonner. Mrs. Harden, do you care to question the witness? 

Mrs. Harven. No; I don’t. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. I would like to thank the witness for the cooperative 
attitude he has shown here. 

Mr. Bonner. This witness has been very cooperative and we ap- 
preciate it. 

Mr. Lantarr. Do you have any idea when Dawson first acquired 
the option on this surplus property over at STEG? 

Mr. Brenner. I really do not know the year. It may have been 
somewhere in 1947. 

Mr. Lantarr. When did you first learn of the fact that this surplus 
material was available through Dawson ? 

Mr. Brenner. I would say that was sometime in early 1949 or 
maybe in 1950, when Mr. Lutes made his trip to Europe on behalf of 
the U.S. Truck Sales. 

Mr. Lantarr. When you heard that Dawson had acquired it, you 
sent Lutes over ? 
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Mr. Brenner. I didn’t send Lutes over. Mr. Lutes was connected 
with a company known as the Oakland Truck Sales in Pittsburgh. 
They had been purchasing a lot of material over there. For some 
reason or other, Mr. Lutes and Mr. Klein, the owner of the Oakland 
Truck Sales Co., fell apart, and Mr. Lutes came to me. I had known 
Mr. Lutes for many years and he wanted to know if I would finance 
any purchases that he might make there and give him a percentage 
of the profit, and that I agreed to do. 

Mr. Lanrarr. When you first learned of this available surplus prop- 
erty did you confer with anybody in the Government concerning im- 
portation of that surplus? 

Mr. Brenner. We checked closely with Mr. Beck of the Commerce 
Department. 

Mr. Lantarr. Did you personally confer with him? 

Mr. Brenner. You refer now to Dawson? 

Mr. Lantarr. No. Did you personally confer with Beck? 

Mr. Brenner. From STEG? 

Mr. Lantarr. About whether or not you could import this surplus 
material. 

Mr. Brenner. The first purchase I didn’t. That was through Al- 
lied Equipment Co. Mr. Winer and Mr. Lubin made a trip overseas 
and unbeknown to me they went to the Commerce Department for 
a release and they were told that this material could not be released— 
these motors they were interested in purchasing—in this country. 

Mr. Lantarr. You mean they could not be imported ¢ 

Mr. Brenner. Not imported for resale in this country. 

Mr. Lanrarr. About when was that ? 

Mr. Brenner. This was in 1948, I believe. I entered into a deal 
with them after that with the thought of reimporting them in the 
United States for processing and then exporting them, which we did. 
We brought them into this country and we found there was no market 
for them. 

Mr. Lantarr. That was about when ? 

Mr. Brenner. That was some time in 1949. 

Mr. Lanrarr. And that involved some 200 motors? 

Mr. Brenner. That involved 1,900 motors. 

Mr. Lantarr. Of what kind? 

Mr. Brenner. White engines. 

Mr. Lanrarr. And you brought those into the country on the basis 
that they were going to be reconditioned and then exported to foreign 
countries ? 

Mr. Brenner. Reprocessed and exported. 

Mr. Lanrarr. Did you have to put up a bond in connection with 
importing them ? 

Mes. Brenner. Yes, sir. 

Mr. Lantarr. After putting up that bond to import them, what 
happened to the White engines? 

Mr. Brenner. We kept them in storage for quite a long time, and we 
attempted many times to get permission to ott them in this country, 
which was turned down until the time came when the material became 
very scarce and the Commerce Department allowed us to sell part of 
these engines or sell them for industrial purposes only. They found 
that industrial material was scarce. 
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Mr. Lantarr. About what date was it that Commerce Department 
permitted you to sell the first of these 1,900 motors ? 

Mr. Brenner. Sometime in 1949. I cannot remember the exact date 
when it was. 

Mr. Lantarr. In 1949? 

Mr. Brenner. 1949. 

Mr. Lantarr. Whom did you sell the motor to? 

Mr. Brenner. We sold them for irrigation purposes in Texas—a 
good portion of them. As a matter of fact, every engine we sold went 
out for that purpose, I imagine. 

Mr. Lantarr. To whom did you sell them in Texas? 

Mr. Brenner. To Texas dealers, and we sold some to users. We 
advertised them for irrigation purposes, and they were sold for that. 

Mr. Lantarr. You had authority in 1949 to sell those motors and 
you were released on the bond ? 

Mr. Brenner. Yes, sir. 

Mr. LantaFr. You don’t have that letter of authority with you ? 

Mr. Brenner. No; I don’t 

Mr. Lantarr. Do you recall with any more degree of certainty the 
approximate month in 1949? 

Mr. Brenner. I wouldn’t know exactly. I can’t tell you whether it 
was the early part or the latter part. 

Mr. Lantarr. You are sure it was 1949? 

Mr. Brenner. Almost sure; I am not positive. 

Mr. Lantarr. Your other associates in U. S. Truck Sales, Mr. 
Lubin—— 

Mr. Brenner. That wasn’t U. 8. Truck Sales. That was Allied 
Equipment Co 

Mr. Lantarr. You are the owner of U.S. Truck Sales? 

Mr. Brenner. Yes. 

Mr. Lantarr. Your associates in Allied are—— 

Mr. Brenner. Mr. Winer, Mr. Lubin, and Mr. Udelson. 

Mr. Lantarr. Mr. Lutes is not in that company ? 

Mr. Brenner. No; he is not in that company. 

Mr. Lanrarr. Are you interested in any other corporation that is 
purchasing surplus property ¢ 

Mr. Brenner. No, sir. 

Mr. Lanrarr. That is all I have. 

Mr. Bonner. Mr. Brownson. 

Mr. Lantarr. Let me ask one more question now. 

Mr. Bonner. Yes. 

Mr. Lanrarr. Since 1949, when the Department of Commerce first 
permitted you to sell these 1.900 White motors on the domestic market, 
have you had any difliculty with the Department of Commerce in im- 
porting any of the surplus items for sale in this country? 

Mr. Brenner. No; I haven’t had any trouble at all because I re- 
fused to buy anything unless I cleared it first. 

Mr. Lanrarr. Have you been turned down by the Department of 
Commerce on any items that you wanted to import? 

Mr. Brenner. Have I been turned turned down ? 

Mr. Lanrarr. Since 1949. 

Mr. Brenner. No; I haven’t asked for permission because I knew 
I couldn't. 

Mr. Lantarr. Has permission been granted ? 
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Mr. Brenner. In every case. As a matter of fact, we received 
a letter from the Commerce Department on a form they use, asking 
us to bring the material in because it is scarce—just recently. 

Mr. Lanvarr. About when did you get that letter ? 

Mr. Brenner. I do not know whether I had that with me. We sent 
them a letter asking for an application and they answered us telling 
us they would be glad to have us bring it in, as the material was very 
scarce. It was steel scrap. After we had cannibalized a motor truck, 
there would be a lot of steel in it, scrap. It might be one of those 
letters there. 

Mr. Lanrarr. No; I didn’t see them. 

The chairman mentioned something about half-tracks. Did you 
say that these companies with which you are familiar had anything 
to do with the importing and sale of half-tracks / 

Mr. Brenner. I didn’t get that question correctly, Mr. Bonner. As 
1 recall now, we did purchase some half tracks in Germany—the Allied 
Equipment Co. did—and we haven’t as yet brought those in here in 
this country. 

Didn’t you ask me something about the Oakland Truck Sales in 
relation to that question / 

Mr. Bonner. Yes. 

Mr. Brenner. We had nothing to do with that. 

Mr. Lanrarr. You bought some half tracks ¢ 

Mr. Brenner. Allied Equipment Co. bought 500 half-tracks in 
Germany recently. They sold 200 to a foreign government. The 
boys who sold them haven't returned from Europe yet. I believe 
they are going to Belgium. 

Mr. Lantarr. You purchased them there and you are selling them 
to a foreign country. 

Mr. Brenner. We purchased 500 and we sold, the last time I spoke 
to them on the telephone, 200 of them. ‘They were going to Antwerp 
or Brussels. 

Mr. Lanvarr. You purchased those from whom ¢ 

Mr. Brenner. We purchased those 500 from STEG, I believe it 
was. 

Mr. Lanrarr. Through Dawson ¢ 

Mr. Brenner. I am not sure whether they were purchased through 
Dawson or not. 

Mr. Bonner. That purchase was made quite some time ago? 

Mr. Brenner. It was made 5 months ago. 

Mr. Bonner. Since June 1950? 

Mr. Brenner. Yes: since June of 1950. 

Mr. Bonner. Is that correct ¢ 

Mr. Brenner. Yes. 

Was that question something about the half-tracks and about the 
Oakland Sales Co. ? 

Mr. Bonner. Yes. 

Mr. Brenner. We know that the Oakland Sales purchased a camp 
there and there were 1,500 half-tracks among them. 

Mr. Lanrarr. What camp? Where? 

Mr. Brenner. It wasacamp in Germany. I cannot recall the name 
of it. It was a German name. 

Mr. Lantarr. They purchased a whole camp ? 
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Mr. Brenner. Yes; together with the parts, vehicles, and every- 
thing there. 

Mr. Lantarr. Was that purchase made from STEG? 

Mr. Brenner. It could have been through Dawson. I am not sure 
about that. They purchased the whole camp for $100,000. 

Mr. Lantarr. These half-tracks about which you speak, you ap- 
plied to the Department of Commerce for permission to import for 
resale of those in the domestic market ? 

Mr. Brenner. We haven’t as yet. We know that the Commerce 
Department is releasing anything that is manufactured in the United 
States. 

Mr. Lantarr. What type of half-tracks are they ? 

Mr. Brenner. Manufactured by White Motor Co. 

Mr. Lantarr. What are they used for domestically ? 

Mr. Brenner. They can be used for farming, dump-truck work. A 
lot of cemeteries around the country have been buying them. 

Mr. Lantarr. They are not for common use around the farms? 

Mr. Brenner. They are not common, but they are excellent, and, as 
the farmers discover that, they are looking for them. There is a 
tremendous demand for them at the moment. 

Mr. Lantarr. Do you have a picture of the half-tracks? 

Mr. Brenner. No; I don’t. Have you ever seen them ? 

Mr. Lantarr. I think I know what you are talking about. 

Mr. Brenner. It has pneumatic tires in the front and the half-track 
in the rear. 

Mr. Lanrarr. For reconnaissance work, reconnaissance cars ¢ 

Mr. Brenner. No. The reconnaissance cars are on tires. They 
use them for ammunition carriers. 

Mr. Lanrarr. This sale is for importation here and reshipment— 
this sale to Belgium ? 

Mr. Brenner. I do not know that. 

Mr. Bonner. Do you know Mr. Sinclair Robinson, 745 Fifth A.ve- 
nue, New York City ? 

Mr. Brenner. No, sir. 

Mr. Bonner. Mrs. Harden. 

Mrs. Harven. Mr. Brenner spoke of the Allied Equipment selling 
some crankshafts to the Government. I am wondering, would you 
please tell us a little more about that transaction. 

Mr. Brenner. Mr. Lutes, who has his own business in Detroit, 
known as the Sid’s Truck & Auto Sales Co., has been selling and 
delivering material to the Detroit Ordnance and the Allied Equipment 
purchased a large shipment of parts, new parts, from the British 
Ministry, through other dealers, in London from the British Ministry. 
He purchased them from dealers in London. When these parts ar- 
rived in the States we found we had some of these crankshafts that 
Detroit Ordnance was looking for. 

Mrs. Harpen. Were those made in this country ? 

Mr. Brenner. Yes, ma’am. 

Mrs. Harpen. Do you know where the British Ministry of Supply 
got them? 

Mr. Brenner. The British Ministry of Supply purchased them 
from the Hercules Motor Co. in Canton, Ohio. 
Mrs. Harpen. With our aid money, no doubt. 
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Mr. Brenner. That I do not know. According to the letters they 
sent us so we could get it through customs, it had never belonged to 
» the United States, any United States agency. They may have been 
e@ > purchased with American funds. 

Mr. Bonner. One letter says that; another letter doesn’t say that. 
1 ; Mr. Brenner. One letter said it was prior to a certain date, which 
r 7 means it couldn’t have been used with our lend-lease money. 
; Mrs. Harpen. What did you pay for them ¢ 
Mr. Curtis. One thirty-five, did you say ? 

Mr. Brenner. One thirty-five. We did not buy them piecemeal, 
we bought those in tonnage, we bought approximately 800 tons of 
parts, and these were amongst these parts. We bought them by the 
ton, and we paid so much per ton for this material. 

In some cases we paid $200 a ton, and in some cases we paid more. 
In some cases, we paid less, of course. 

Mrs. Harven. Do you recall what the Government paid Allied 
Equipment for them? 

Mr. Brenner. I believe it was $115 apiece. 

Mrs. Harpen. Thank you. 

Mr. Brenner. We have had to process them. Before they accepted 
them, they had an inspector inspect them through Sid’s Truck Sales 
Co. in Detroit. 

Mr. Bonner. Mr. Curtis, do you have any questions ¢ 

Mr. Curtis. No questions. 

Mr. Lantarr. May I ask one more question, please ? 

Mr. Bonner. Yes; certainly. 

Mr. LantarFr. With reference to the Oakland Truck Sales, are you 
familiar with the acquisition by them of 3,000 Cadillac motors from 
Mr. Dawson ? 

Mr. Brenner. Iam familiar with them; yes. 

Mr. Lanrarr. You are familiar with that purchase ? 

. Mr. Brenner. Yes; that was in the same camp where they purchased 
' these half-tracks. 
Mr. Lantarr. Have they imported those motors, to your knowledge ? 
Mr. Brenner. To my knowledge, as I understood through hearsay, 
they have taken some inspectors over there. They wanted to sell 
them to the Government, and the Government inspectors turned them 
down. Therefore, they have not reimported them to this country. 
I have heard that they are trying to bring the half-tracks within 
the States. 
Mr. Curtis. Mr. Bonner, if I may, I do have a question now. 
Mr. Bonner. Certainly. 
Mr. Curtis. Do you know George Mitchell ? 
} Mr. Brenner. George Mitchell represents George Dawson. 
! Mr. Curtis. Yes. 

Mr. Brenner. In Germany. 

Mr. Curtis. Have you met him yourself? 

Mr. Brenner. No; I have never been there. 

Mr. Curtis. Does Mr. Dawson ever get over in this country; do you 
know ? 

Mr. Brenner. I have never known him to be here. Some of our 
employees up there, he asked them to help him get a visa to the United 
Sti —_ I never personally have known him to ‘be in the United States 
at all, 
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Mr. Curtis. I see. All right. Thank you. 

Mr. Bonner. Is your company one of the larger operators in surplus 
spare parts; automotive spare parts? 

Mr. en ea No; I would not say that our company is. Do you 
mean the U. 8S. Truck Sales? 

Mr. Bonner. Well—or the other one, then. 

Mr. Brenner. No; I would not say that that was a considerably 
large one. 

Mr. Bonner. Do you have any knowledge of the other Jager opera- 
tions than yours in the importation of automotive parts? 

Mr. Brenner. I would say that Open Truck Sales has probably 
imported more than anyone else has. 

Mr. Bonner. Where are they ? 

Mr. Brenner. They are in Pittsburgh. They made the largest 
purchases there, of parts and vehicles. 

Mr. Bonner. Do you have any knowledge of their having sold any 
of the parts of vehicles they have purchased to the national defense 
in recent months ? 

Mr. Brenner. They have sold millions of dollars’ worth to the 
Detroit Ordnance. 

Mr. Bonner. Who is the official of that company who would know 
more about it? 

Mr. Brenner. Mr. Klein, 

Mr. Bonner. He would know all about the transactions ? 

Mr. Brenner. He is the man who is doing all the selling. He owns 
Open Truck Sales outright. 

Mr. Bonner. That is the largest importer, you say? 

Mr. Brenner. I say that he sold millions of dollars of parts. He 
may have acquired parts from the War Assets Administration, Army 
sales and surplus, and a good deal of it came from overseas. 

Mr. Bonner. Who is the next firm to him? He is the largest, you 
would say ? 

Mr. Brenner. I would say he is about the largest. The Mutual 
Truck Parts Co. of Chicago, and the Northwestern Parts Co. of Minne- 
apolis, those three are about the largest that sell to the Government. 

Mr. Bonner. They have all been dealing in this? 

Mr. BrenNer. Northwestern Parts Co. has been bringing a lot of 
material over recently from Europe. 

Mr. Bonner. And all three of them, to your certain knowledge, 
have been reselling portions of their purchases to the Government ¢ 

Mr. Brenner. Yes, sir. The only sale our company made was just 
the small sale of those crankshafts, but the other boys have very, very 
large contracts. 

Mr. Bonner. Well, you have been a fine cooperative witness for us, 
and we appreciate it very much. 

Thank you for coming here. 

Now, the subcommittee will rest a minute, and then we will discuss 
certain matters. 

Mr. Brenner. May I leave an envelope, Mr. Chairman, in order that 
my material may be returned therein ? 

Mr. Bonner. Yes, sir. 

Mr. Brenner. I have one all typed out with my address on it. When 
may I expect those, please ? 

Mr. Bonner. In 2 or 3 days. 

(Whereupon, at 4:15 p. m., the reporter was excused. ) 
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THURSDAY, MARCH 15, 1951 


Hovse or RerresENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS, 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DepartMeEnrs, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:05 a. m., 
in room 1302, New House Office Building, Hon. Herbert C. Bonner 
(chairman of the subcommittee) presiding. 

Present : Representatives Bonner, Lantaff, Harden, Donohue, Brown- 
son, and Curtis. 

Also present: Thomas A. Kennedy, general counsel; Herbert Small, 
subcommittee clerk; and William L. Ellis, Chief of Investigations, 
General Accounting Office. 

Mr. Bonner. The subcommittee will come to order. ‘The clerk will 
call the roll. 

(Whereupon the roll was called.) 

Mr. Bonner. As there is a quorum present, the subcommittee will 
proceed. 

The subcommittee is in session today to consider further the pro- 
gram of surplus property, and particularly the matter of the importa- 
tion of surplus property from abroad. This matter was called to the 
attention of the subcommittee late in the previous year (1950) and was 
reported to the subcommittee again at the beginning of this session 
of the Eighty-second Congress on February 19, when such report was 
made to the present subcommittee. After the report the subcommittee 
directed the chairman to call the office of the Secretary of the Army, 
the Secretary of Commerce, and the State Department, and to make 
inquiry into the manner in which transactions that had been reported 
were being carried on in Europe and other countries. 

In calling the office of the Secretary of the Army, the chairman of 
the subcommittee was directed to ask that these transactions, if pos- 
sible, be halted until proper inquiry could be made by the subcommittee 
to ascertain whether or not the transactions were proper. 

Under date of February 28 the subcommittee received a letter ad- 
dressed to the chairman of the subcommittee in response to the request 
made to the Secretary of the Army. 

Under date of February 27 the chairman of the subcommittee re- 
ceived a letter addressed to the chairman, signed by Mr. Matthew 
Hale, Acting Solicitor, Department of Commerce. Then the subcom- 
mittee proceeded on March 5, 1951, in a hearing, at which time the 
subcommittee had before it Mr. Sinclair Robinson of New York City, 
who have advertised extensively, e. g., in the New York Times with 
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respect to his ability to secure and sell here in the United States cer- 
tain former United States Army property and other property. It 
also had before it Mr. Harvey Brenner, from Cleveland, Ohio, of the 
U.S. Truck Sales Co. Mr. Brenner gave testimony as to the activities 
of his company; their purchases, their imports and sales, and the gen- 
eral conditions in the Keld from which he secured this property. He 
painted in broad strokes a picture of great activity having taken place 
since June 1950. 

On the basis of Mr. Brenner’s testimony and Mr. Robinson’s testi- 
money, the subcommittee only having scratched the surface, felt that 
it was important that they rest at the point of receiving testimony 
from those who participated in these transactions and cs all before the 
subcommittee, Government representatives to give the subcommittee 
information as to just how this property had originally been trans- 
ferred to the German Government and to other governments, and what 
was being done, what has been done, and what will be done to protect 
the interests of the taxpayers of America, in view of the mobilization 
and the military assistance program that is at present being sponsored 
and carried on by this Government. 

The subcommittee now has before it the Secretary of the Army, 
the Honorable Frank Pace. 

Mr. Pace, have you read the testimony that has been referred to? 


STATEMENT OF HON. FRANK PACE, SECRETARY OF THE ARMY 


Secretary Pace. No, sir. I have not had an opportunity to do so. 

Mr. Bonner. Mr. Pace, do you care to make a statement before the 
subcommittee asks you certain questions, or would you prefer hearing 
the questions first? 

Secretary Pacer. No, sir. I would like, if I may, to make a state- 
ment, which I think covers the general area of the subecommittee’s in- 
terest. I myself am not in a position to provide specific details, but 
I have brought here with me persons both from HICOG and from 
the Army in Germany, and from my own Department, and representa- 
tives of the Commerce and State Departments, who would be in a 
position to answer any of the committee’s specific questions. 

Mr. Bonner. The Chair might state, Mr. Pace, that if you care 
to have any of your assistants sit with you during your statement 
it is perfectly permissible. 

Secretary Pace. That is very kind, sir. I think I will just pro- 
ceed, 

Mr. Bonner. You may proceed. 

Secretary Pace. First let me say it is a pleasure to appear before 
this subcommittee, Mr. Chairman. 

As the Secretary of the Army, I am here to outline for you the 
facts relating to surplus property which was transferred to Ger- 
many after the last war and part of which has since been reacquired. 
I shall sketch the over-all picture briefly, leaving it to the witnesses 
who are more familiar with this matter to fill in the details. 

In accordance with the policy of enhancing economic recovery in 
Germany after the war, surplus Army property representing about 
$1,000,000,000 in original acquisition cost was turned over in 1947 
and 1948 by the Army and the Office of the Foreign Liquidation 
Commission to STEG, which is the abbreviated name of a German 
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corporation, “Staatliche Erfassungs Gesellschaft,” commissioned as 
a quasi-governmental agency to handle this surplus property. It was 
agreed that the transfer would be at 21 cents per dollar of original 
cost and on an “as-is where-is” basis. The resulting $200,000,000 
represents a deferred charge due the United States Government from 
the German Republic. 

Between 1947 and the outbreak of hostilities in Korea, STEG had 
disposed of approximately $165,000,000 worth of the property, figured 
on the basis of its cost to STEG (or $825,000,000 on the basis of orig- 
inal cost to the Army). During this period the Surplus Property 
Act of 1944 and the act of July 1, 1949, prohibited importation into 
the United States of surplus property disposed of overseas unless the 
Department of Commerce granted permission for such importations. 
Beginning with Korea, the Department of Commerce took into con- 
sideration the rapidly increasing needs of the Defense Department 
and the country and on January 9, 1951, it created a broad and general 
authorization permitting imports of surplus fabricated from critical 
materials. 

In the meantime increased requirements of the Army in Europe 
made the need for additional equipment acute and led to the idea 
of reacquiring certain of the property which had been transferred 
to STEG. The European Command requested authority for such 
reacquisition from the Department of the Army on August 21, 1950. 
In the meantime, the technical services in Germany such as Ordnance, 
Engineer, QM, and so forth, began to investigate the feasibility of 
such a program. At the request of the European Command the 
United States High Commissioner for Germany arranged with the 
German Government for the freeze of all the surplus property in the 
possession of STEG on September 15, 1950, in order to allow teams 
from the technical services to survey the 14 widely scattered STEG 
depots to ascertain what equipment was available to fulfill the needs 
of the Army in Europe. As a result of such surveys the freeze was 
finally lifted on all items except those which the European Command 
decided it needed. Authority to reacquire this surplus property from 
STEG was granted to the Army commander in Europe on October 
23, 1950, with the full concurrence of the State Department. 

The Army has reacquired from STEG by this procedure about 
$15,000,000 worth of property, based on the original cost of the 
property to STEG (or $75,000,000 worth, based on original costs 
to the Army). This reacquisition, in addition to meeting urgent 
needs in Europe, has resulted in an estimated dollar saving of from 
$50,000,000 to $70,000,000. 

Thus there remains in STEG depots approximately $20,000,000 
worth of this property (based on its cost to STEG). “Much of this 
is property which the Army knows it cannot use. It should be remem- 
bered that our technical services in Germany have already surveyed 
this property with the result that much of the most desirable equip- 
ment has already been acquired. 

To its knowledge the Army has not purchased any property which 
was originally disposed of as surplus to Germany, although it is 
probable that some items which were sold by STEG prior to the 
September freeze may have found their way into the hands of dealers 
in the United States who have sold them to the Army. However, 
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sales by STEG to foreign buyers since September have been checked 
and found to be very few in number and to cover very little, if any, 
property which the Army would want to reacquire. 

Because of the chance that some of the property which is left in 
the custody of STEG might be of value in fulfilling future require- 
ments, I have asked the High Commissioner to request the German 
Government to freeze all such property. If the German Government 
cooperates, as it has in the previous freezes, I shall immediately send 
teams from the technical services to Germany to survey this property 
on the basis of world-wide requirements and to ascertain whether 
any of it should be reacquired. Any useful material which we find 
wil be reacquired. 

The witnesses here who are familiar in detail with the transactions 
which I have summarized will be glad to answer any questions which 
you may have. 

I would like to say one additional thing, Mr. Chairman. If the 
High Commissioner accedes to the request of the Army, and if the 
German Government, of which STEG is a functional part, likewise 
agrees to it, it is my intention to circulate in the Government a request 
that any of the departments of the Government including the sister 
services of the Air Force and the Navy, indicate any requirements 
that they might have. Thus the teams that the Army will send in at 
this time would endeavor on the basis of such indications to determine 
what needs might possibly exist on the part of other departments of 
the Government. 

That constitutes my formal statement, Mr. Chairman. 

Mr. Bonner. What was the date that you asked this freeze be made? 

Secretary Pace. The date I asked the freeze was yesterday, Mr. 
Chairman. 

Mr. Bonner. Yesterday ? 

Secretary Pacer. Yes. 

Mr. Bonner. Then I ask you, Mr. Secretary, this: On February 19 
at the direction of this subcommittee I called your office. You were 
out of the city, but I was assured that the request of this subcommittee 
would be conveyed to you and the request was then that it be closed 
on February 19. 

Secretary Pace. I assume, Mr. Chairman, that the request was han- 
dled in my absence in another part of my Department. To be per- 
fectly frank, I myself did not know about it personally until I had 
your direct telephone call. 

Mr. Bonner. But Mr. Secretary, on a later date, when I was unable 
to make a report to the subcommittee, 1 phoned your office again, and 
I was again assured. Then, Mr. Secretary, on Monday of this week 
two representatives, General Reber and General Finn from your 
office came to see me. I then endeavored to reach you again as to 
this matter. On the previous occasions that I mentioned, at the 
direction of this subcommittee I asked that you come down and make 
the statement that you have now made, that is, the prepared statement. 
Your engagements secretary told me there was no schedule set up. 

Now, the assistants to the subcommittee, the general counsel, Mr. 
Thomas A, Kennedy, and Mr. Herbert Small, subcommitte clerk, had 
been in consultation with people and officials in your office, and then 
again just a day or two ago, you told me yourself you would appear. 














Ce ne ae 





Seg bigeee 


ER Gth 


lO MBROES: a iteotehers 








ed 


in 
re- 
an 
nt 
nd 
ty 
er 


id 


ns 
ch 


he 
he 
se 
St 
er 
ts 
at 
ne 


of 


We) 


e 
e 


d 


eh Sein PANN ae Sa Naha 


SEL ASTD. Sa ite: 


5a a Pa labs oF 


ORR 





DISPOSITION OF WAR SURPLUS PROPERTY 61 


It is very interesting to me as to why the request of this committee had 
not been conveyed to you. Could you give any reason to us for that ? 

Secretary Pace. I think the answer to that is probably this, Mr. 
Chairman : It is my policy in the Department of the Army to decen- 
tralize responsibility as far as possible. I have placed in the hands 
of my Under Secretary and my Assistant Secretaries certain provinces 
in which I have delegated complete responsibility and authority to 
them to function in my name. That includes in many instances testi- 
mony before committees. This particular phase happens to come 
under the province of the Under Secretary, Mr. Alexander. I am sure 
the situation was called to his attention. I myself did not, of course, 
talk to you or know about your request to speak to me until I returned 
on Tuesday, and I think I called you immediately, when you indicated 
that the committee wanted me personally to testify, and I indicated 
1 was ready to do so. 

Mr. Bonner. Yes, sir. I realize all you say, Mr. Secretary, but it 
does seem that your office there and those who surround you were 
trying to keep this important matter from your attention. That is 
the feeling the subcommittee had about it. I just wanted to get that 
in the record and let it be known. 

In other words, they were trying to box you in and keep this infor- 
mation from you. That is a very peculiar situation, Mr. Secretary. 

Secretary Pace. I would be forced to state, Mr. Chairman, that I 
would hesitate to believe that. My office naturally is interested in 
seeing that as many things as possible reach me, and I have never 
found any indication on the part of my office to try to hold any- 
thing from me, either on the part of the military or the civilians 
who surround me. 

Mr. Bonner. Mr. Secretary, I want to say for your information 
that the committee feels we have just scratched the surface. The wit- 
nesses we have had are small-time operators. We know who the big 
operators are, and we are going to call the large operators. 

Now, Mr. Secretary, what is the relationship between STEG and the 
Army ¢ 

Secretary Pace. STEG and Army relationship, as I understand it, 
is fundamentally this, Mr. Chairman: STEG was a corporation that 
was set up prior to the time you had an established German Govern- 
ment, for the purpose of handling surplus property in Germany. Part 
of this surplus property came into the hands of STEG through the 
Office of Foreign Liquidation, which generally handled most of the 
surplus property. In certain specific instances it came into its hands 
directly from the Army on the basis of negotiated arrangements as 
to the sale of goods. 

After a Bonn government was formed, STEG then became a part 
of the Bonn government and is functioning as such. 

Thus at present the only relationship between the Army and 
STEG—and I could be wrong—witnesses who know the technical 
details can fill it in—the only relationship is our capacity to request 
a freeze from the Government of Germany through the High Com- 
missioner, which they will grant if they see fit to do so, in order to 
permit us to purchase certain property due to changed conditions 
which would justify our making such purchases. 

Mr. Bonner. Mr. Secretary, did the Army convey this material to 


STEG? 
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Secretary Pace. Did it convey it physically ? 

Mr. Bonner. Turn it over to STEG? 

Secretary Pace. I think that a part of it was turned over directly 
by the Army. Another part was turned over through the Office of 
Foreign Liquidation. 

Mr. Bonner. Was it for resale for the general rehabilitation of 
Germany ? t+ 

Secretary Pace. Was it for resale for the general rehabilitation of 
Germany? 

Mr. Bonner. That is right. 

Secretary Pace. My understanding is that the pay was for 
resale, but one of its purposes was to aid in the rehabilitation of Ger- 
many. I think that was one of its purposes. Again I am testifying 
on matters that are not of my knowledge, Mr. Chairman. 

Mr. Bonner. Who were contemplated as the customers of Germany 
to purchase this if it was for resale ? 

Secretary Pace. That question I cannot answer, Mr. Chairman, I 
just do not know. 

Mr. Bonner. Was it for the German people, or was it for someone 
else, or some other government? 

Secretary Pace. That question I cannot answer. I do not know. 

Mr. Bonner. Is there any clause in the transaction that would bring 
to light just what the purpose of the property was, and what they 
were permitted to do with the property ? 

Secretary Pace. I am sure the record of the transactions, Mr. 
Chairman 

Mr. Bonner. But you cannot answer? 

Secretary Pace. I cannot answer of my own knowledge. No, sir. 

Mr. Bonner. Was any part of ita gift? 

Secretary Pace. Not to my knoweldge. No, sir. 

Mr. Bonner. What kind of money was paid when the property was 
turned over? What type of money? 

Secretary Pace. The payments were to be made in dollars but we 
had the right of accelerated payment in German currency. 

Mr. Bonner. Which had no value? 

Secretary Pace. At that particular time, no; although certain pay- 
ments have been made—remember, there was no German government 
at that particular time. In order to set up some sort of relationship 
with an organization that would dispose of it, the arrangements were 
made at that time in Germany for repayment over a period of time 
in the currency of the country in which it was bought. 

Mr. Bonner. And you have mentioned the recapture rights that 
were provided in the transaction. What recapture rights were pro- 
vided ? 

Secretary Pace. That again is a technicality I cannot answer, but 
J am certain these witnesses who are here can do so. 

Mr. Bonner. What has been the relationship between the Army and 
the German Government as to recapture, or taking it back? 

Secretary Pacer. At such times as we have requested a freeze through 
the High Commissioner, the German Government has been highly co- 
operative in agreeing to such freeze. 

Mr. Bonner. What is the Army’s policy on export of this equip- 
ment ? 
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Secretary Pace. You mean export from Germany é 

Mr. Bonner. From Germany. 

Secretary Pace. The Army does not have a policy on the export by 
STEG because STEG is an independent organization of the German 
Government. 

Mr. Bonner. Now, does the committee understand that if STEG 
desires to take any of this property and export it anywhere, it is 
perfectly all right with the Army ? 

Secretary Pace. The point I am trying to make, Mr. Chairman, is 
that we do not control STEG. The determinations that are made by 
STEG are beyond our control. Is that accurate? 

Mr. SHACKELFoRD. That is correct, sir. 

Mr. Bonner. Does the Army have any moral persuasive powers 
over STEG? 

Secretary Pace. That is a difficult question to answer, Mr. Chair- 
man. We make our request, through the High Commissioner, to 
STEG, and when we have requested a freeze it has been granted. 

Mr. Bonner. But the Army and the High Commissioner have policy 
meetings, do they not, and the Army expresses its interest and opinion 
to the High Commissoner, and you reach an agreement as to what 
will be done? 

Secretary Pace. In terms of freezes? 

Mr. Bonner. Yes. 

Secretary Pace. Yes. That is correct. As a matter of fact, as I 
stated earlier, STEG has been most cooperative whenever the request 
has been made. 

Mr. Bonner. When did you freeze property in the United States, 
that is, surplus property ? 

Secretary Pace. When did we freeze surplus property in the United 
States. 

Mr. Bonner. Yes. Do you know? 

Mr. SHacketrorp. No. I do not have that date. Colonel Hutch- 
inson can answer that. 

Colonel Hurcutnson. July of 1950. 

Mr. Bonner. As I recall it, this subcommittee had something to do 
with bringing this matter to the attention of National Defense and 
General Services. Now, I ask you if property was frozen in July 
1950 when the Korean difficulty had arisen, why was not property 
frozen abroad, in Europe, in July of 1950? 

Secretary Pace. Are you talking in terms of STEG specifically ? 

Mr. Bonner. I am speaking in terms of the policy of the Army. 

Secretary Pace. Now, the Army again was not the disposal agency 
in that area, Mr. Chairman. 

Mr. Bonner. Well, in view of the mobilization effort and the mili- 
tary assistance program, which certainly this property was an asset to. 
and has proved to be an asset to, I ask you as to just why it was not 
frozen abroad when it was frozen here in America? 

Secretary Pace. As I understand it, in August in Germany the 
property was actually frozen at the request of the Army for recon- 
sideration of the items therein. As to the other countries, I cannot 
answer that question. 

Mr. Bonner. Was it frozen for screening ? 

Secretary Pacer. It was frozen for screening. 

Mr. Bonner. In August? 
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Secretary Pace. That is correct. September is the date. 

Mr. Bonner. You waited until September ? 

Secretary Pace. That is correct. 

Mr. Bonner. When on the other hand here at home we froze it 
immediately ¢ 

Secretary Pace. That is correct. 

Mr. Bonner. At the outbreak of the Korean difficulty. 

Secretary Pacs. That is correct. 

Mr. Bonner. Now, was the screening that was conducted for the 
General Services, the Army, Navy, and Air Force, and so forth, or 
just for the Army? 

Secretary Pace. The screening was for the Army. It is my under- 
standing that both the Navy and the Air Force knew of the screening. 
The Nav y undertook a consideration of certain items and decided that 
they could not use them. The Air Force decided, as I understand it— 
and again I am speaking purely from my understanding, Mr. Chair- 
man—the Air Force decided they were not items that were of value 
to them. Is that an accurate statement ? 

Mr. Suacketrorp. Yes. As far as I understand it. 

Mr. Bonner. Did the Army freeze it for its requirements in Ger- 
many, or for the over-all effort ? 

Secretary Pace. For its requirements in Germany, Mr. Chairman, 
and all of Western Europe. 

Mr. Bonner. Mr. Donohue. 

Mr. Dononvr. I would like to pursue the question that you have 
put to the Secretary as to what was the reason for putting a freeze on 
the property in this country in July and not putting the freeze on for 
screening purposes in Germany until September. 

Secretary Pace. There is this distinction: I think I have stated it 
not particularly graphically. The freeze on property in this country 
was on Government property—property actually owned by the Gov- 
ernment of the United States. The property in Germany had been 
disposed of to STEG over a period of time. Therefore, in terms of 
a freeze one was a request and the other lay in the capacity of the Gov- 
ernment to fulfill it. 

Mr. Dononvur. Now, at the time that surplus property was being 
disposed of to STEG by the foreign liquidation group and by the 
Army also, were any conditions imposed on STEG as to what they 
would do with it ? 

Secretary Pace. In terms of its disposal ? 

Mr. Dononvr. Yes. 

Secretary Pace. I will have to get someone else to answer the tech- 
nical nature of the restrictions that were put on STEG. 

Mr. Donouve. But to your knowledge there was a recapture clause 
in every agreement that was entered into with STEG insofar as this 
surplus property was concerned ¢ 

Secretary Pace. I do not know. 

Mr. Dononvr. Do you recall what the terms of the recapture clause 
were ¢ 

Secretary Pace. Frankly, I do not, but I have people here who can 
answer that question. 

Mr. Donouve. I think that is all, Mr. Chairman. 

Mr. Bonner. Mr. Secretary, all through the testimony we have had 
up to now we have heard the ringleader of these sales transactions— 
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the man, it seems, whom everybody must contact first—is a certain Mr. 
Dawson, a British subject. Did you ever hear anything of him, or 
know anything about him? 

Secretary Pace. I never heard of him, sir. 

Mr. Bonner. I have one more question. The testimony so far also 
shows sales of British surplus property. In the certificates of sales 
one certificate shows positively it was always British property, and 
another seems to be vague. Inthe light of our aid to the British Army, 
what do you think of our continued aid to Great Britain, in trying to 
rehabilitate them, and so forth, as well as Germany and France and, 
of course, we are still sending aid, property, and money to them, when 
here we find out that they have surplus property themselves that they 
do not seem to need, which they are sending back to America to sell 
here, where it can be used in a land of plenty? Do you think that is 
morally right to the taxpayers of America / 

Secretary Pace. As you state the situation, Mr. Chairman, I would 
say “No.” 

Mr. Bonner. The sworn testimony is here from a purchaser from 
the British Government. 

Secretary Pace. I would have to know all of the facts, sir; but as 
you state the situation, my answer would be “No.” 

Mr. Bonner. It looks bad. 

Secretary Pace. As you state the situation. Yes, sir. 

Mr. Bonner. It looks bad for us to ask the people of America to 
pay the heavy taxes necessary in order to help these countries and 
in order to maintain this program, in view of this testimony, which is 
testimony that the witnesses here say we will receive again. 

Secretary Pace. I would have to know all of the facts to be able 
to answer that question accurately. That is a very broad question, 
to condemn a government as a whole because of certain individuals’ 
transactions, Mr. Chairman. I would not like to be in the position 
of condemning a government as a whole for that reason. 

Mr. Bonner. Those are the facts obtained under sworn testimony. 

Now, Mr. Secretary, this subcommittee has recently visited the 
general depot of the Army in Atlanta. We find there we are rehabili- 
tating trucks and other material and giving them to the Atlantic 
defense nations and shipping them abroad. 

Secretary Pace. That is correct, sir. 

Mr. Bonner. Then they are shipping them over here, and we won- 
der whether this is going to find its way back through Government 
channels to the Atlantic Pact nations, and so forth. 

Secretary Pace. You mean, the property that has been shipped 
over here ? 

Mr. Bonner. It is coming back. We have pictures of trucks com- 
ing in. We have pictures of engines that have been sealed and moth- 
balled in preparation for keeping them, and other equipment that 
has been brought back from this field in Germany called Kitzinger 
Field. This material originates there and comes back here. We have 
the testimony here of one witness who has sold to the Army material 
which was moth-balled and he gave testimony to his certain knowledge 
of others who have in great quantity sold it back to the Army. 

Secretary Pace. In great quantity ? 

Mr. Bonner. Yes, sir. 
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Secretary Pace. Does he know all those facts, Mr. Chairman? 

Mr. Bonner. We are going to call those who are supposed to be 
involved, but I ask your comment on that kind of transaction. 

Secretary Pace. My comment on it is this, Mr. Chairman. This 
surplus property disposal program was sent up back in 1947 and 1948, 
when the problem of the conamic rehabilitation of Europe and of 
Germany, and the establishment of friendship with those nations was 
an established national policy. There was a disposition, to my know]l- 
edge, through the STEG organization. What actually was done with 
the disposition to individuals is a matter that is beyond my ken. 

Again I, as Secretary of the Army, would be extremely reluctant to 
condemn a government for actions that might accrue on the part of 
individual citizens who were making purchases. 

I would call attention likewise to the fact that there have been 
changed conditions over the period of the last 2 or 3 years, and there 
are many circumstances that are beyond my capacity to comment on 
that would cause me to hesitate to condemn a government as opposed 
to an individual. 

Mr. Bonner. According to sworn testimony here, a witness has made 
ne and imported this material since your freeze. He has 

ought material since your freeze. Now, in the light of the world situ- 
ation today and in view of what the American people are doing to try 
to help these nations in Europe, do you condone these transactions? 

Secretary Pacer. Is this an individual ? 

Mr. Bonner. The British Government is the seller in that case. 
They are the seller themselves. 

Secretary Pace. They sell to an individual. 

Mr. Bonner. Yes, sir. 

Secretary Pace. Who in turn resells. Perhaps the British Govern- 
ment itself has no need for the property specifically. I am sure that 
that would be a requirement prior to the time it undertook to dispose 
of the property as surplus. 

Mr. Bonner. Well, it is difficult for this subcommittee to determine 
if this is property that is so useful here in America—in such a lush 
country—as to why it cannot be used in a country that presents itself 
to us as Great Britain presents itself to us and asks for aid. I just 
asked the question on the over-all picture. 

If the facts as have been shown to this subcommittee are correct, do 
you condone them ? 

Secretary Pace. Again I would have to know more about the facts 
before I would condemn a government. It would seem to me that there 
might be individuals doing that. I myself am not privy to enough of 
the facts relating to the activities on the part of the British Govern- 
ment to be able to say yes or no. I think it would be improper for me 
to do so. I also would state that in those areas, Mr. Chairman, that 
again is a matter that comes outside of the specific province of the 
Secret ary of the Arrny in terms of disposal of the goods. 

Mr. Bonner. Yes; but you can have great influence, Mr. Secretary. 

Secretary Pacer. Tam here testifying as Secretary of the Army, and 
therefore it is imperative that I restrict my comments to those areas 
in which I have responsibility. You can recognize the danger which 
would result from the Secretary of the Army speaking outside of his 
scope. 
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Mr. Bonner. Well, Mr. Secretary, in September you limited your- 
self to sereening for ‘Germany alone, and we then had gone into the 
over-all policy of the Atlantic Pact, and the oKrean War was on. 
You say the transaction was with STEG. This British subject Daw- 
son seems to have taken over STEG, because everybody has to see 
Dawson before they can purchase from STEG. It j just looks bad for 
the existing German Government and the soleaioanchien of the High 
Commissioner with the German Government if a situation like this 
took place. 

Are there any other questions! Mrs, Harden. 

Mrs. Harven. Mr. Chairman and Mr. Secretary, keeping in mind 
economy and trying to save the taxpayers some money, which is a 
responsibility of our committee, you spoke of sending teams over 
there. How many teams would you send, and how many ‘people would 
compose a team, and what would be the cost of sending those teams ? 

Secretary Pace. I cannot answer that question accurately. The 
teams would come from EUCOM itself, so that they would be operat- 
ing out of EUCOM, possibly with some assistance from individuals 
from this country. I am advised there would be some further help 
from this country, where we have the technical people, but the teams 
largely would come from Germany. There are several depots where 
the property is set up, and in the interest of the conservation of time 
I would assume you would have more than one team. 

In order to determine whether the property is actually useful you 
have to have an intelligent survey. That is one of the problems you 
are faced with in terms of determining that there shall be a freeze, 
because not only do you have that particular cost, but you also have 
the employees of STEG who are not functioning during that particu- 
lar period of the freeze for the purpose of disposing of the property. 

Mrs. Harpen. That is all. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Mr. Chairman and Mr. Secretary, I would like to 
commend you for the action you took yesterday in freezing this sur- 
plus property at Kitzinger Field. 

Secretary Pace. Thank you, sir. 

Mr. Lanvarr. ‘The subcommittee thought if this matter was brought 
to your personal attention you would realize the magnitude of it and 
would take the steps which you have taken. I would like to express 
on behalf of the committee our appreciation for your having done that. 

Secretary Pace. Thank you very kindly, Mr. Congressman. 

Mr. Lantarr. With reference to this British material, I do not 
know whether it is a matter that you as Secretary of the Army could 
do anything about or not, but there are in the record certain sales 
documents from the Director of Sales, Ministry of Supply, of the 
British Government. In September of 1950 they advertised surplus 
vehicles for sale in Germany. Most of those vehicles, from my exami- 
nation, are American-made vehicles. They are Fords, Dodges, Macks, 
Ward LaFrances, Chevrolets, Mack trucks, International trucks, and 
so forth, in various stages of repair. 

However, my interest in this is whether or not there is at any level 
of the Government any attention being given to what we are fur- 
nishing to other governments under the MDAP program, and what 
surplus material is available for that purpose. 
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In other words, I just do not like to see us furnish Chevrolets and 
Mack trucks to Great Britain under the MDAP and then have another 
agency of the British Government selling them as surplus. 

Do you know what steps this committee could take to bring to the 
appropriate officials concerned with MDAP policy in the Atlantic 
Pact such information so as to stop this type of transaction if it should 
be stopped ? 

Secretary Pace. That is certainly a very sound question. If we 
are providing under MDAP the type of material that is being dis- 
posed of as surplus, then that would be a matter of grave concern. It 
would occur to me that the place in the Government where that deter- 
mination would have to be made would be in that particular area of 
the State Department which has the over-all responsibility for MDAP. 

In other words, there is in the State Department an area that has 
over-all responsibility for the transmission and carrying out of the 
MDAP program as developed by the Congress. In that area it would 
occur to me that if it were shown that surplus property were being 
disposed of—I do not know what the technical laws are, of course, 
Mr. Congressman—but it occurs to me, exactly as it occurs to you, 
that if those were the facts the Government would be most anxious 
to know about it and see what could be done about it. 

Mr. Lantarr. If this committee furnishes you with a list of the 
military equipment—namely, the trucks and vehicles which have been 
declared surplus—could you determine or tell us whether or not this 
same type of vehicle was being furnished to the Atlantic Pact coun- 
tries in the MDAP program, Mr. Secretary ? 

Secretary Pace. I think that could be done. While I do not want 
to avoid the responsibility, I think you could get a better determina- 
tion of that in the area of the State Department. 

Mr. Lantarr. In the State Department / 

Secretary Pace. Yes. Is that not accurate ? 

Mr. SmHacketrorp. That is correct. Yes, sir. 

Mr. Lantarr. One other thing which I would like to point out, 
Mr. Secretary, is the fact that the subcommittee has now only a 
prima facie case, and our concern at the present time is to obtain 
a temporary injunction, which you have already granted by put- 
ting this previous freeze on, or asking for this freeze from STEG. 

I know you are not familiar with the details of this, but the subcom- 
mittee has information that one dealer in California imported some 
200 vehicles and sold a great number of them to the Atomic Energy 
Commission. Dealers testified that they are bringing in from STEG, 
through Dawson, a great number of axles, and that many of those axles 
are being sold to the Detroit Tank Arsenal and the various prime con- 
tractors and subcontractors of that arsenal. 

So, we do have information which shows that this material is being 
brought back under the theory that it is in short supply in this coun- 
try, and sold back to the Army and the other interested defense 
agencies. That is what we want to stop while looking into this 
problem. 

Secretary Pace. Right. The freeze would obviate that. I do not 
know about the facts, of course. I am not sure whether this property 
which comes over from STEG actually was acquired prior to Septem- 
ber and held, and then disposed of, or whether it was acquired subse- 
quent to September. It is my understanding that after we made a 
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decision to take over about $15,000,000 worth of property for the 
use of the European theater, only approximately a half a million 
dollars’ worth of property has been disposed of by STEG; which 
would lead me to the conclusion that since EUCOM would go over 
this with some care, there is a probability that this was property 
which was acquired prior to that time and over which we could exercise 
no control. However, the point is well taken, and it would be in that 
direction that our effort to coordinate the Government as a whole, 
to see what they need during this period of time of the freeze, would 
bring about the result that your committee seeks, which seems to me 
to be a completely sound one. 

Mr. Lantarr. Is there any other action that the Army can take 
to freeze the sales of surplus property arriving in this country from 
places other than STEG? In other words, there must be disposal 
areas in the Pacific area. 

Secretary Pace. My understanding on that is that all property 
which was declared surplus by the Army, or virtually all property, 
was turned over to the Office of Foreign Liquidation, and it was 
through the Office of Foreign Liquidation that it was passed on for 
disposal, in many cases to foreign governments. There would be no 
way you could control it, as I see the situation—if I am properly 
advised—other than through limitations on disposition as surplus by 
governments which were receiving essentially the same thing in 
terms of MDAP grants from this country. 

Mr. Lantrarr. Do you know of any surplus pools available in any 
other part of the world other than at Kitzinger Feld. 

Secretary Pacer. That are subject to our control ? 

Mr. Lantarr. Yes. 

Secretary Pace. Not to my knowledge. However, I will check 
into that and if there are any surplus pools that are in any way avail- 
able, either to the Army, or that the Army might call to the attention 
of any other governmental agency, I myself would indicate that based 
upon my own judgment in this case there might be wisdom in a freeze. 
1 do not know what the situation is. 

Mr. Lanvrarr. The reason for that is, vehicles are coming in on the 
west coast. 

Secretary Pacer. I can see that very clearly. 

Mr. Lanrarr. I realize too, Mr. Secretary, that this problem is 
broader in scope than just the Army. There is an apparent need, be- 
cause of the mobilization effort, to extend this so-called preliminary 
injunction into other fields. 

Are you a member of the Munitions Board ? 

Secretary PAce. I have a representative on the Munitions Board. 
My Under Secretary is a representative on the Munitions Board. 

Mr. Lanrarr. But you are the actual member ¢ 

Secretary Pace. No. He is the actual member. The law provides 
that the Under Secretary or Assistant Secretary who is in charge of 
procurement is a representative on the Munitions Board, 

Mr. Lanrarr. All of the procurement policies of the Government 
in connection with the present mobilization effort are centered in the 
Munitions Board; are they not? 

Secretary Pace. No. Only the defense. 

Mr. Lanrarr. I mean defense. 

Secretary Pace. That is correct. 
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Mr. Lanrarr. So through a policy at the Munitions Board level, 
there could be a determination made that all surplus property, wher- 
ever located, would be screened for use by all services, or anyone 
connected with defense procurement. 

Secretary Pace. That is correct. 

Mr. Lantarr. Do you think that it might be advisable to pursue 
this thought with the Munitions Board ¢ 

Secretary Pace. I would not like to answer categorically “yes” or 
“no,” Mr. Congressman, but I would say it is something i certainly 
would inquire into to determine whether there would be advantages 
that would accrue from it, and I would ask Mr. Alexander, who rep- 
resents me on the Munitions Board, to raise that particular question. 

Mr. Lantarr. If you will do that, I think it will be of great as- 
sistance to our effort here. 

That is all, Mr. Chairman. 

Mr. Bonner. Mr. Secretary, the committee would also like for you 
to use every effort you can with respect to the Philippines. This sub- 
committee has been told that importers are bringing in property of the 
Army, or that the United States Government gave the Philippine 
Government; and that an importer has been chartering ships and 
bringing in solid shiploads of that property. 

Now, in that area which is so close to Korea, we would like to see 
if it could not be used there. If General MacArthur could not use it, 
it would be surprising to this committee. 

Mr. Brownson. 

Mr. Brownson. I think the committee’s interest in this thing is 
twofold: First from a defense standpoint, and secondly the stand- 
point of the interest to the taxpayers, particularly on the morning of 
March 15. 

Secretary Pace. Remember that I am a taxpayer, too, Mr. Con- 
gressman, on March 15. 

Mr. Brownson. We were a little disturbed when we were down 
at the Atlanta General Depot to see something that seems to set a 
pattern for this. We saw fields of trucks there which had been re- 
built, and it looked like an excellen job of rebuilding. They were 
standing there on brand-new tires. When we inquired, we were 
told those were brand-new rubber tires provided from the regular 
tire manufacturers. Then we found when we went through the 
tire-rebuilding plant down there that the rebuilt and retreaded tires 
which were being turned down in Atlanta, as they told us, were being 
shipped to our combat units in Korea. 

In other words, new tires were going to MDAP and used tires were 
going to Korea. 

The reason why I bring this up at this point is it looks like this is 
another example where any government in the world would rather 
have new trucks in perfect condition than they would to deal with 
these trucks which were turned over to their various agencies by the 
surplus-disposal people. That is one reason why we are so concerned 
with this over-all picture, and not just the picture in Germany or the 
Pacific alone, or any other single area, because there seems to be a 
great liquidity of movement of these trucks from one area to another. 

I am very curious as to whether you can tell me in any way as to 
what happened to the Inspector General. I am surprised about that. 
After my service I have always had great respect for the Inspector 
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General, and I am surprised to find the General Accounting Office 
observing these trucks on open sale in public lots and also advertised 
in the newspapers, and not having the Inspector General interested 
in this property before now. 

Do they have a duty over and beyond the pure military supervision 
of agencies under command? Are they looking into this type of thing ? 

Secretary Pace. You see, one problem that exists, Mr. Congress- 
man—and it is a very sound question—is that much of this runs beyond 
the province of the Army. In other words, the things that relate to 
the Army fall within the province of the Inspector General if there 
is a Showing of something that is improperly done. If it is a matter 
of policy, then that is for the determination of those with executive 
responsibility. 

ne of your problems lies in the fact that this is a field that is 
broader than that of the Army. I do not want to give the impression 
that the Army is seeking to avoid any of its responsibility. I want to 
take all of it, and likewise I want to transmit information wherever 
I can; but I do not think, except in the case of evidence of specific 
violations of either Army regulations or of law, that it is something 
that comes within the province of the Inspector General. I would like 
to say gratuitously that I share your same opinion of the Inspector 
Gena 

Mr. Brownson. Where this thing might involve to a certain extent 
a State Department problem, to a certain extent an Army problem, 
and to a certain extent a problem of such agencies as the High Com- 
missioner of Germany 

‘Secretary Pacer. That is correct. 

Mr. Brownson (continuing). Where in our present set-up is there a 
meeting point where policy is decided between those various interested 
agencies on this type of thing? 

Secretary Pace. Normally it has to be solved by an interdepart- 
mental committee. I might say, for instance, that your highest execu- 
tive interdepartmental committee is the National Security Council. 
Yet, this comes at a rung generally below the decisions that would be 
made in that area. I am satisfied that, as you know, the combining 
of MDAP operations is one that ties the State Department and the 
Defense Department, to a certain extent, and the ECA departments, 
together in seeking to find an intelligent solution of the problem. 

The Munitions Board generally is the representative of the Depart- 
ment. of Defense in policy matters—not operating but purely policy 
matters. The answer to that lies in the interdepartmental committee 
field. There is no specific place in Government on which you can put 
your finger that handles all of this. 

Again, the Army is only one part of the Department of Defense. 
In terms of surplus-property disposal, it largely has disposed of its 
responsibility in that field. Nonetheless, as an agency that is inter- 
ested in the reacquisition of property, we have an interest in it and 
in processing it, and that is what I am seeking to do. 

Mr. Brownson. There is no existing committee at the moment 
where the State Department, the Army, and the ECA are in con- 
stant touch with each other, or periodic touch with each other, except 
as individual problems arise? 

Secretary Pace. Not as a committee. No. 

Mr. Brownson. That is right. 
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Secretary Pace. There is established between these Departments 
and the Department of Commerce a — relationship whereby 
individuals can meet. Frankly, the establishment of a permanent 
committee is sometimes not the best solution of the problem, because 
it is hard to find men who are privy to the facts in all cases when 
you are dealing with a multitude of problems. 

Mr. Brownson. Thank you very much, Mr. Secretary. 

Mr. Lanrarr. May I pursue Mr. Brownson’s question a little 
further? 

Mr. Bonner. Mr. Brownson, do you yield ¢ 

Mr. Brownson. I have finished. 

Mr. Lantarr. Do you think it would be advisable for this subeom- 
mittee to suggest to the Department of Defense, the Department of 
State, and the Department of Commerce, that an interdepartmental 
committee be set up to expedite taking action to stop some of the things 
that might be wrong, until we finish the hearing in this particular 
matter ¢ 

Secretary Pace. Could I have the opportunity to give that matter 
a little thought and then send my reply to the subcommittee? Because 
I would not want to say “Yes” or “No.” It is an organizational prob- 
lem. If I quickly said “Yes” or if I quickly said “No,” I am afraid 
1 might advise the committee unwisely. 

Mr. Lantarr. The reason why it would seem to be sound is that 
the Commerce Department has made a finding as a matter of policy 
that truck axles are in short supply. They are in short supply be- 
cause of the defense effort. So, we have these Departments all work- 
ing independently, making policies which make this type of transac- 
tion possible, and it would seem a correlating committee would be able 
to do something. 

Secretary Pace. It would seem correlation would be advantageous. 
If I may elaborate, there are many times that complications arise 
in what otherwise would seem to be a perfectly feasible suggestion. I 
would prefer not to say “Yes” or “No” until I have had an opportunity 
to think about it and also to see what the problems are. May I have 
that opportunity ? 

Mr. Lantarr. Surely. 

Mr. Bonner. You will then submit your advice at this point in the 
record 2 

Secretary Pacer. If I might, Mr. Chairman. 

(The informaton requested marked “Exhibit 13,” follows: ) 


Exuisir 13 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., Mareh 21, 1951. 
Hon. Hersert C. BONNER, 
Chairman, Intergovernmental Relations, 
Subcommittee of the House Committee on 
Expenditures in the Executive Departments, 
House of Representatives. 


Dear Mr. Bonner: In the course of mry appearance before your committee on 
March 15,, the question was asked whether in my judgment your committee 
should ask the Departments of Defense, Commerce, and State to establish a 
joint ‘committee to work on the problem of the recovery of surplus. At the time 
I said that this was a matter which I should like to have time te think over, 
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being doubtful that a committee was the best medium for obtaining immediate 
aggressive action on the problem. It was left that I should give you a reply in 
writing for insertion in the record. . 

Upon further consideration I am inclined to the opinion that such an inter- 
departmental committee would not be the best way to handle this problem. I 
believe that other methods of coordination, which are mentioned below, will 
prove more effective. 

I am sending teams from the technical services to Europe tomorrow to work 
with technical personnel already in that theater in screening surplus property in 
the possession of STEG against world-wide requirements of the Army. I am 
also calling the attention of other interested Government departments to the 
fact that in the screening operations we shall be glad to give consideration to 
their needs. (See enclosure A, which confirms prior informal notification.) 

There is already in effect, as provided in Public Law 152, Eighty-first Congress, 
a procedure for screening against the needs of other departments or agencies 
excess property owned by the Army or any other Government agency. , The 
policy under which this screening program operates within the Department of 
Defense is established and supervised by the Munitions Board. 

There are no “pools” of surplus property which are subject to the unilateral 
control of the United States. There may be, however, property of United States 
origin which is subject to the control of friendly foreign governments and which 
may, if preventive steps are not taken, find its way back into the United States 
through dealers in surplus. In order to insure proper use of such property, I 
have directed that a memorandum (enclosure B) be written to the Director 
of Military Assistance in the Office of the Secretary of Defense suggesting that 
steps be taken to obtain assurance that all such equipment be utilized in the 
best interest of mutual defense. 

In accordance with your request of March 17, any settlement of claims resulting 
from reacquisition of surplus in Germany will be held in abeyance pending 
submission of such claims to the subcommittee. 

If the Department of the Army may be of further assistance, please call on us. 

Sincerely, 
FRANK Pace, Jr., 
Secretary of the Army. 


ENCLOSURE A 
Marcu 21, 1951. 
Memorandum for: The Secretary of the Navy. 
The Secretary of the Air Force. 
Administrator, Economic Cooperation Administration. 
Administrator, General Services Administration. 
Subject: Reacquisition of surplus in Germany. 

1, There is now located in Germany certain Army equipment which was turned 
over to the Germans as surplus in 1947 and 1948. This property has been frozen 
until such time as Army personnel in Europe, supplemented by teams from the 
technical services of the Army, can survey it to determine whether any of it 
should be reacquired to meet present or future needs of the Army. Such teams 
will proceed to Germany for this purpose during this week. 

2. I am informing you of this proposed action in order that you may express 
any needs of your agencies or departments which may be met from these stocks 
in Germany. The best information available here indicates that the equipment 
consists primarily of motor vehicles and spare parts, considerable quantities of 
signal equipment, and small quantities of engineer and quartermaster equip- 
ment. It is recommended that if you have need for any such equipment, you 
contact Col. C. O. Frake, Office of The Assistant Chief of Staff, G-4, Depart- 
ment of Army, whose telephone extension is 54041. Your needs will be trans- 
mitted to the screening teams, and such property as is available will be acquired 
for your use. You may, of course, send over your own representatives to inspect 
the surplus if that is a more satisfactory course of action from your standpoint. 

3. It is my purpose to make this property available directly to Government 
agencies in order to avoid the chance that it may be purchased by individual 
dealers in Germany and later sold to the Government at exorbitant profits. 

FRANK Pace, Jr., 
Secretary of the Army. 
82897—51—pt. 1-6 
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ENCLOSURE B 
Marcu 20, 1951. 
Memorandum for: Maj. Gen. S. L. Scott, Director, Office of Military Assistance, 
Office of Secretary of Defense. 
Subject: Disposition by foreign governments of equipment of United States 
origin. 

1. The Bonner committee of the House of Representatives is seriously con- 
cerned over the fact that property of United States origin in the hands of various 
foreign governments is being sold and reimported into the United States. Such 
a practice is not in consonance with the theory of mutual defense and requires 
action at the governmental level. The committee has interrogated Mr. Pace on 
the subject and he has given assurance that he will bring the matter to the 
attention of the proper authorities. 

2. It is requested that this matter be taken up through appropriate govern- 
mental channels with all foreign governments receiving assistance under the 
Mutual Defense Assistance Act to obtain assurance that all equipment will be 


utilized in the best interests of mutual defense, 
Epwarp M. Conktin, Jr., 


Lieutenant Colonel, GSC. 

(For George H. Olmsted, brigadier general, GSC, deputy AC/S, G-4, for foreign 
military aid.) 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Mr. Secretary, you stated that the Army has no control 
over STEG, but I assume you meant except insofar as the contract 
of sale with STEG is concerned. You, of course, would have control 
over them to the limits of that particular contract. 

Secretary Pace. That is correct. 

Mr. Curtis. What I am trying to get at is this term “freeze.” Do 
you intend it to contemplate also going after matters that have actually 
been turned over to STEG, or property that they have located in 
Germany and might be subject to recapture? What about the items 
that could be recaptured ? 

Secretary Pace. You mean that have already been sold ? 

Mr. Curtis. Possibly. Yes. 

Sercetary Pace. To answer that question, Mr. Curtis, I would have 
to find out what our technical legal capacity was. If we were legally 
entitled to recapture, then that would present a different problem. 
I am hesitant to believe that if STEG has disposed of it, that we would 
have the capacity to recapture from the individual or firm that 
purchased; although, frankly, I would have to have an examination 
made of that. 

Mr. Curtis. I would appreciate it. The reason 1 asked the ques- 
tion is that apparently, although you state that some $850,000,000 of 
this $1,000,000,000 of original purchase cost has been turned over to 
STEG, or bought by them, our information is that a great deal of 
that equipment is actually physically located in Germany on Kitzinger 
Field. 

Secretary Pacer. Oh, you mean in an Army depot ? 

Mr. Curtis. Yes. It is actually physically there. You might say 
the red tape or the actual title might be in STEG and that is why 
we are so anxious to have the Army go into the actual contract because 
we feel something could be done on this recapture, and that we would 
prevent it if the word “freeze” would be extended to include “recap- 
ture.” That is what I am wondering about. 

Secretary Pace. I am advised a good deal of property which is 
under contract of sale, but undelivered, we have recaptured. We have 
taken it back already. Therefore it would occur to me—and again 
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I am trying to be careful because I am not sure on this—it would occur 
to me the same would apply in any future efforts we made in this 
direction. Insofar as there have been no deliveries, that is. What 
you are concerned about is property that is located at depots which 
technically is in the hands of STEG. 

Mr. Curtis. That is correct. 

Secretary Pace. If we request STEG to freeze, that property itself 
would be frozen. That is accurate, I am sure. 

Mr. Curtis. Of course. I presume you are going to follow down 
through your contracts to be sure you might be able to get other 
property as well. 

Secretary Pace. That is right. 

Mr. Bonner. Is that freeze for Army requirements alone, or for 
world-wide requirements? 

Secretary Pace. For world-wide Army requirements. It was my 
intention to request from all agencies of the Government that they 
indicate any requests that they might have in this particular area. So, 
it would have a Government-wide scope. In that respect we have 
had cooperation from the Department of State in making our request 
on this patricular proposition. Is that accurate? 

Mr. SHACKELForD. That is correct. 

Mr. Bonner. You realize all of this equipment is in short supply ¢ 

Secretary Pace. I am not sure that all of the equipment that is in 
the remaining $20,000,000 is in short supply, Mr. Chairman. 

Mr. Bonner. That is in accordance with the statement of the De- 
partment of Commerce. 

Secretary Pacer. That all of the property in the $20,000,000 is in 
short supply? 

Mr. Bonner. The Department of Commerce let the bars down and 
did not even wait for the importers to make a request to import, but 
just asked the importers how much they wanted to bring in, and what 
they contemplated or anticipated. 

Secretary Pace. I do not thing it is accurate to say, Mr. Chairman, 
that everything is in shert supply. 

Mr. Bonner. That is what the Department of Commerce said. 

Secretary Pace. But to make sure I get your point, the Depart- 
ment of Commerce has given the right to Americans individually, or 
aS companies, to import this particular property, and therefore your 
assumption is that all of it must be in short supply. I do not think 
that that assumption is correct because I do not think there is exact 
knowledge of what is there, and I think the Department of Commerce’s 
judgment is based on the fact that it might be in short supply. 

Mr. Bonner. I will not take the time to read their letter or to read 
some letters they have written to these importers, but they are re- 
= in section 402, you understand, to make a determination that 
the property is in short supply. 

Secretary Pace. I see. You mean in the country? 

Mr. Bonner. Yes. 

Secretary Pace. I was speaking as far as the Army is concerned. 

Mr. Bonner. In the country. 

Secretary Pace. I see what you mean. 

Mr. Bonner. Of course, they just let the bars down, according to 
their letters to these importers, and according to their statement them- 
selves. 


Mr. Curtis. 
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Mr. Curtis. Mr. Secretary, getting back to this contract witl» 
STEG, you stated that you yourself had never heard of George 
Dawson. 

Secretary Pace. No. I have never heard of him. 

Mr. Curtis. Do you know whether anyone in your organization 
might have the details concerning anyone who is prominently con- 
nected with STEG? 

Secretary Pace. Certainly I would doubt if anybody in the De- 
partment of the Army might, and I do not know. We have repre- 
sentatives here from the Department of the Army, and from HICOG, 
and from EUCOM, so that there might be some such knowledge avail- 
able. Ihave never heard of such person. 

Mr. Curtis. The reason I am driving this home is because I want 
mainly to call it to your attention. Our preliminary information is 
that this Mr. George Dawson has made over $100,000,000 out of this 
pamper venture. As the chairman has stated, everything goes right 
yack to George Dawson. It is not STEG, but it is George Dawson. 

So, in going back into your Army contract with STEG, if you turn 
up there was something like that 

Secretary Pace. With George Dawson? 

Mr. Curtis. Yes. Then possibly the Army might cancel the whole 
contract and get everything back. That is what we would like really 
to do. 

Secretary Pace. I am satisfied there was no such arrangement but 
I will inquire into it. 

Mr. Bonner. Mr. Secretary, we thank you very much. 

Secretary Pacer. It was a pleasure to appear before the committee. 

Mr. Bonner. If you could spare the time, I would like for you to 
stay here for a while, because we are going to call at this point Mr. 
W. L. Ellis, Chief, Office of Investigations of the General Account- 
ing Office. I would like for you to remain just a few minutes to hear 
his testimony, if you would. I think it would help. 

Secretary Pace. All right, sir. I will be glad to. 

Mr. Bonner. His testimony is supplementary to a report of the 
General Accounting Office previously made. 

Secretary Pacr. I would be very pleased to do so. 

Mr. Bonner. Mr. Ellis. 


STATEMENT OF WILLIAM L. ELLIS, CHIEF OF INVESTIGATIONS, 
COMPTROLLER GENERAL’S OFFICE, GENERAL ACCOUNTING OF- 


FICE 


Mr. Exxis. Mr. Chairman, I am W. L. Ellis, Chief of Investigations 
of the United States Comptroller General’s Office, General Account- 
ing Office. I thought it would be appropriate to mention three or 
four brief items to supplement the information heretofore given the 
subcommittee. 

In the first place, I am sorry that there was a misunderstanding 
about today’s hearing. We did not actually get the information about 
it until too late to get our one or two people from New York here who 
actually have been doing the work for us. However, I have been in 
touch with them, and I havea couple of items of information that you 
might be interested in. 
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In the first place, I want to emphasize that what we have given the 
committee so far has been only a small part of what is available—a 
small part. There is a great deal more information available which 
we would be ready at any time in the next week or any time after that 
that you want it—we would be ready to give it to you at that time. 

In general it covers two points. The first point is with reference to 
the problem of whether this is really a very current, up-to-date situa- 
tion, and not something involving the disposal of surplus 3 or 4 years 
ago when, of course, it was customary to dispose of everything. It is 
evidence on the question of the currency of the situation. 

Secondly, evidence on the situation as to whether the goods are 
really all trash and junk, or whether there is really a great deal of 
valuable material being included under perhaps a misnomer, or other- 
wise. 

The evidence along that line is, for example, that there are now, 
today, two operators we know of who are in Europe as of this day 
endeavoring frantically to get the goods out which they had already 
arranged to purchase or have the options on. I have the names of twr 
I would rather not give them out now, of course, until you wish to 
have them brought here by subpena. 

Secondly, the information concerning quite a number of the for- 
merly assembled axle assemblies which are being sold for insertion in 
ordnance trucks today, and which are represented as being absolutely 
unused—many of them in the original boxes. 

The only further point to mention now is the new information about 
the Philippine angle. I understand that yesterday the President of 
the Philippines ordered a complete and searching inquiry to be made 
by the Philippine Army Chief of Staff as to why there was sold and 
exported back to this country a considerable number of valuable and 
useful trucks, which were badly needed—as I understand the report— 
which were badly needed in the Philippine rehabilitation. 

As I say, that came to me second-hand only a little while ago, but 
it is a report we will follow up, and we will try our best to get a copy 
of whatever report is made by the Philippines if it is obtainable, and 
furnish it for the committee. 

Otherwise, that is all I have now, except to remind you that we have 
all this other material for the subcommittee when you want it, about 
what we have found in three midwestern cities, as well as further data 
in the Northeast. As I say, it is documented by pictures showing the 
material and giving quite graphic testimony as to its condition; and, 
secondly, by quite a number of sales documents testifying exactly 
where it came from. 

Mr. Bonner. Thank you, Mr. Ellis. 

I wish at this point to read into the record a letter dated February 
28, addressed to the chairman of the subcommittee, and signed by 
General Reber, Chief of the Legislative Liaison Office, relating to the 
Secretary’s testimony: 
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(The letter marked “Exhibit 14” follows: ) 


ExHisiT 14 
Fesruary 28, 1£ v1. 
Hon. Herbert C, BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

Dear MR. BONNER: In reply to your telephone request of February 19, 1952, 
the following information has been obtained locally and from Germany as to 
the reported sale of trucks by the Army at a field near Frankfurt, Germany. 

The Army has made no sales of vehicles in Germany since September 1948. 
However, in July and December 1950, 18 light vehicles were sold by nonappro- 
priated fund activities. No vehicles are now being sold, nor will any be sold, 
under current instructions except those which might be “not economically repair- 
able,” in which case they would be sold as “scrap.” 

In the immediate postwar period a large number of vehicles, surplus to Army 
requirements at that time, were sold to STEG, a German Government corpora- 
tion, by means of two separate sales—one sale by the Army to STEG and the 
other by the Office of the Foreign Liquidation Commissioner. Many of these 
vehicles were resold by STEG to other parties, including one party represented 
by a Mr. Dawson. On October 20, 1950, at which time many of the vehicles 
resold by STEG were still in that agency’s physical custody, the commanding 
general, European command, was authorized to repossess such of the vehicles 
still in STEG custody which should be utilized to meet changed Army require- 
ments. This action was with the full concurrence of the State Department and 
the High Commissioner for Germany, who has export control over any material 
shipped out of Germany. At that time all removals of this equipment were 
frozen by the High Commissioner to enable the Army to inspect and take back 
such equipment as it could use. Final reports of the total actually repossessed 
are not yet available, but it is expected to total well over $15,000,000 in original 
cost. 

In connection with the export control mentioned above, HICOG does not permit 
any of these vehicles to be exported from Germany until the Army determines 
them to be not usable for Army purposes. 

I trust the above will give you the information you desired. 

Sincerely yours, 
Mites REBER, 
Major General, GSC, Chief of Legislative Liaison. 

In view of the testimony we have had so far, there is a conflict 
between the letters, and I direct this as information to the Secretary. 

Thank you very much, Mr. Secretary. 

Secretary Pace. Thank you very kindly, gentlemen. It is a pleas- 
ure to appear before you. 

Mr. Bonner. Now, the next witnesses before the subcommittee I 
do not have the names of. They are representatives from the Euro- 
pean command. Who supplies these witnesses for the Secretary of 
the Army in his absence? 

Mr. SuHacketrorp. Mr. Chairman, one of these witnesses, Colonel 
Willis, is with the European command, and the other is with the 
High Commissioner of Germany, Mr. Monticone. They are available 
for questioning. 

Mr. Bonner. Are they present? 

Mr. SHAcKeE.rorp. Yes, sir. 

Mr. Bonner. Which one of the witnesses is it the pleasure of the 
subcommittee to hear at this time? 

Mr. Suacketrorp. I think you would choose to hear Mr. Monticone. 

Mr. Bonner. Which one is he? 

Mr. SuHacketrorp. He is with the High Commissioner of Germany. 
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Mr. Lewts. Mr. Chairman, I am Geoffrey Lewis, Deputy Director 
of the Bureau of German Affairs. 

Mr. Bonner. Are you the gentleman we are speaking of ? 

Mr. Lewis. No, sir. Iam not Mr. Monticone. 

Mr. Bonner. We will hear Mr. Monticone. 

Mr. SuHacxeirorp. The gentleman now on his feet is Mr. Lewis, 
with the State Department, who handles, with the cooperation of your 
committee, the State Department’s participation in this. Mr. Monti- 
cone should be working with Mr. Lewis. 

Mr. Bonner. Well, come up, gentlemen. 

Mr. Lewis. Yes, sir. 

Mr. Bonner. Mr. Monticone is with you? 

Mr. Lewis. This is Mr. Monticone here, sir. 

Mr. Bonner. Will you give your name, sir? 


STATEMENT OF GEOFFREY W. LEWIS, DEPUTY DIRECTOR, BU- 
REAU OF GERMAN AFFAIRS, STATE DEPARTMENT; AND W. J. 
MONTICONE, ASSISTANT FISCAL OFFICER FOR THE HIGH COM- 
MISSIONER OF GERMANY 


Mr. Lewis. Geoffrey W. Lewis, Deputy Director, Bureau of German 
Affairs in the State Department. 

Mr. Monticone. W. J. Monticone. 

Mr. Bonner. What is your position or status? 

Mr. Monricone. I am assistant fiscal officer for HICOG in Ger- 
many. 

Mr. Lewis. I might explain that HICOG is the Government gobble- 
dygook for the office of High Commissioner of Germany, the United 
States High Commissioner, Mr. McCloy. 

Mr. Bonner. Now, which of you gentlemen can contribute to this 


hearing ¢ 

Mr. Lav. I shall be glad to do what I can and use what help I 
need. 

Mr. Bonner. We will hear from the gentleman from Germany first. 

Mr. Menticone. All right, sir. 

Mr. Bonner. You represent the High Commissioner of Germany ¢ 

Mr. Monticonr. I am here under Mr. Lewis’ auspices in the State 
Department. 

Mr. Bonner. Yes. What are your duties? 

Mr. Monticone. I am assistant fiscal officer for the High Commis- 
sioner in charge of all fiscal accounts there in Germany which come 
under the control of the High Commissioner. 

Mr. Bonner. What connection does that have with the subject 
matter that is before the subcommittee ? 

Mr. Monticone. Under date of July 1, 1950, all STEG affairs— 
liaison and accounting—of the STEG Corp. were officially turned over 
to the Office of Administration under Mr. Wolfe, who placed the re- 
sponsibility for the custody of these accounts in the Office of Fiscal 
Services. 

Mr. Bonner. Just. what did that mean? 

Mr. Monticonr. Our only function with STEG is liaison between 
EUCOM and the German Government on any affairs relating to the 
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— on the German debt owed to the United States by 
STEG. 

_ Mr. Bnonerr. The debt owed by the German Government to the 
United States? 

Mr. Monticonr. That is correct. On the material which was 
turned over to them by the Army and OFLC. 

Mr. Bonner. You have heard the testimony. Have you read the 
transcript ? 

Mr. Monticonr. No; I have not, sir. 

Mr. Bonner. What can you contribute to the inquiry we are mak- 
ing? Give us the background, for instance, of STEG, in their oper- 
ation, and the connection of Mr. Dawson with STEG. 

Mr. Monticone. Mr. Dawson I have only heard of through name. 

Mr. Bonner. Through name? 

Mr. Monticone. I have never met him. I have seen his contract 
that he has made with STEG, and on paper he is no longer the owner 
of Trucks & Spares, his subsidiary organization, which is located in 
Germany, for the sale of all of these products which he has purchased 
from the STEG Corp. That was bought as an option contract. The 
Army is in the process of acquiring and recapturing all usable ma- 
terial desired by the Army which has not as yet left the STEG depots. 

Mr. Bonner. Which Mr. Dawson has under contract ? 

Mr. Monticonge. Which he had under contract through Trucks & 
Spares. 

Mr. Bonner. When did they take action with respect to the prop- 
erty Mr. Dawson had under contract? 

Mr. Monticonr. We did not take the specific action against his 
company. We took it against STEG. 

Mr. Bonner. When Vid you take the action ? 

Mr. Moxwticonr. At the request of the Army—— 

Mr. Bonner. On what date? 

Mr. Monricone. September 15, 1950. We arranged with the Ger- 
man authorities to freeze everything. 

Mr. Bonner. Do you know that Mr. Dawson has sold material from 
that base since then ? f 

Mr. Monticonr. Not to my personal knowledge. I do not know if 
he has, personally, or not. 

Mr. Bonner. Does HICOG know of that? 

Mr. Monrticone. The only cognizance we have of Dawson is that 
he was the former owner of Trucks & Spares, which now belongs to 
the Continental Trust. 

Mr. Bonner. That includes all surplus property being sold there 
by the ton, such as spare parts and assembled parts of Pehicles which 
are being sold as scrap by the ton, does it not ? 

Mr. Monricone. I do not know how it is being sold, but Trucks & 
Spares, I believe, had 99 percent of all the automotive equipment and 
spare parts. 

Mr. Bonner. Is Trucks & Spares a company ? 

Mr. Monticone. That is the company under which Mr. Dawson 


operated. 
Mr. Bonner. And he had an option with STEG? 
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Mr. Monticone. With a $250,000 deposit he had an option to pur- 
chase, I believe, $3,200,000 worth of propenty there. 

Mr. Bonner. At what valuation f 

Mr. Monticong. That I could not say. 

Mr. Bonner. Is Mr. Dawson getting any of his deposit back ? 

Mr. Monticone. No; I do not think so. 

Mr. Bonner. Do you know Mr. Kohl ? 

Mr. Monticone. Mr. who? 

Mr. Bonner. Mr. Koh]—K-o-h-l. 

Mr. Monticone. No. Inever heard of him. 

Mr. Bonner. Who operates with Dawson ? 

Mr. Monticone. No, sir. 

Mr. Bonner. Do you know Mr. Lichtenberg ? 

Mr. Monticone. Mr. Lichtenberg? 

Mr. Bonner. L-i-c-h-t-e-n-b-e-r-g. 

Mr. Monticone. No, sir. 

Mr. Bonner. Who operates with Dawson ? 

Mr. Monticone. No, sir. 

Mr. Bonner. Their address is 43 Marienstrasse, Frankfurt. 

Mr. Monticonr. No,sir. I never met the gentlemen. 

Mr. Bonner. Or Kohl? 

Mr. Monticonr. No. Not tomy knowledge. 

Mr. Bonner. They are officials in the STEG organization. 

Mr. Monticone. Excuse me. Isthat Knoble? 

Mr. Bonner. The name given by Mr. Robinson is Kohl, and Lich- 
tenberg. They are officials in the STEG Corp., operating with Mr. 
Dawson. 

Mr. Monticone. As liaison for the High Commissioner the only 
ones I have come in contact with have been Mr. Kurtz who, I believe, 
is one of the directors. There are 14 directors in STEG. The four 
main stockholders are the four German States representatives, 

Mr. Bonner. Who are they? 

Mr. Monvicone. I do not have their names, but they are under 
the control of Dr. Graf, who is head of the German Economic Admin- 
istration. 

Mr. Bonner. You could supply that to the subcommittee, could you 
not ¢ 

Mr. Monticonr. The names of the directors? 

Mr. Bonner. Yes. 

Mr. Monticone. I can give it to the subcommittee later, but I cannot 
give it now. 

Mr. Bonner. Yes. You can supply this to the subcommittee. 

(The information referred to marked “Exhibit 15,” follows: ) 


Exursrr 15 


STEG officials and stock ownership 
Officers : 

President, board of directors: Dr. Otto Graf (Bonn-Galivitz-Kasern), Chief, 
Division of Economic Policy, Bonn Government. 

Director general: Dr. Joseph Wollnik (Munich-Obermenzing, Pflegerstrasse 
28). 

Deputy director; Mr, Erwin Kurz (Stuttgart, Marienstrasse 43). 

Operational manager: Mr. Deschermeier (Munich). 
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Operational manager: Mr. Von Gumppenberg (Munich). 
Stock: All STEG stock is owned by the four Laender (States) of the United 
States zone. Distribution is based on the population of the Laender: 
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Mr. Bonner. What is this address—43 Marienstrasse? Is that the 
office of STEG? 

Mr. Monticonre. I may be wrong, but I believe it is the office of 
STEG; and also, within the same building, is the office of Trucks & 
Spares. 

Mr. Bonner. Which is Mr. Dawson’s office? 

Mr. Monrticone. I believe si. It is in the office of Trucks and 
Spares. 

Mr. Bonner. You do not believe so.. You know it; do you not? 

Mr. Monticone. The reason I say that, Mr. Chairman, is this: I 
have photostatic documents in which he says he was just agent of 
the Continental Motor Trust Co. 

Mr. Bonner. But they are all in there, in one building? 

Mr. Monticone. Yes. 

Mr. Bonnsr. Operating together? 

Mr. Monticonr. I do not know whether they are operating to- 
gether, but they do have their offices in the same building. 

Mr. Bonner. They do not have to walk far to get to each other. 

Mr. Monticone. I personally have never been down to the building. 

Mr. Bonner. All right. At how many locations in Germany does 
STEG have its property ? 

Mr. Monticone. Fourteen depots. 

Mr. Bonner. Could you supply the names of them to the com- 
mittee ? 

Mr. Monticone. Not right now I cannot. 

Mr. Bonner. All right. 

Mr. Monticone. I can give you a few of them now. 

Mr. Bonner. Give us what you know. 

Mr. Monticone. There is the Kitzinger depot. 

Mr. Bonner. That is the big one? 

Mr. Monticonr. That is one of the largest. 

Mr. Bonner. That is not their largest? 

Mr. Monticone. I do not know which one is the largest. 

Mr. Bonner. Go ahead, sir. 

Mr. Monticone. Rothenbach, Mannheim, Nuremberg, and Munich. 
I think that is the most I can remember right now. 

Mr. Bonner. Are they all in the American zone? 

Mr. Monticone. Yes. They are all in the American zone. 

Mr. Bonner. Does STEG have any operation in the French or 
British zones? 

Mr. Monticonr. No, sir. Not to my knowledge. 

Mr. Bonner. All the property that STEG has under its control is 
former American property 

Mr. Monticone. No. Seventy-five percent of the remaining stocks 
are of American origin. The remaining 25 percent is captured enemy 





Wig 





Be Meta sates 


i i ie ih hip a a mA Salen ot 





Ra ae nen areR aae AY Ve 


CHA Py 


CLI SE we TU es 


Pas): Lf, 


DISPOSITION OF WAR SURPLUS PROPERTY 83 


material or indigenously procured material which was originally 
obtained by the Army and charged to the German economy as occupa- 
tion costs. When it no longer became serviceable it was turned back to 
STEG for sale as a credit to the United States occupation cost budget. 

Mr. Bonner. Can you give us the name of any other individual who 
operates with STEG bol - a sales contract similar to Dawson? 

Mr. Monticone. You mean individuals or companies? 

Mr. Bonner. Individuals or companies who operate with STEG 
similar to the operation of Mr. Dawson. 

Mr. Monticone. You mean, have offices in the same building? 

Mr. Bonner. Whether they have offices in the same building, or 
wherever they may be. Do you know of any? 

Mr. Monticone. Oh, large contracts? 

Mr. Bonner. That get options from STEG, or buy it from STEG 
and resell it. Do you know of any others? 

Mr. Monttcone. I have a list here of all contracts covering exports 
and the names of the contractors, and the amount and description of 
the material they bought since October 1. 

Mr. Bonner. That STEG sold to these people? 

Mr. Monticoneg. Correct. 

Mr. Bonner. Are they American citizens? 

Mr. Monticone. Most of these are Americans. 

Mr. Bonner. Most of them are Americans? 

Mr. Monticone. American firms, anyway. 

Mr. Bonner. Read a few for the record, and then I'am going to 
ask that that be incorporated in the record at this point. 

Mr. Monticone. Allied Equipment Co. of Cleveland. 

Mr. Bonner. That is one we have. 

Mr. Monticonr. $53,000 in a contract for 145 Diamond T trucks; 

Oakland Truck Sales, Pittsburgh—$28,000 contract for 34 Mack 
trucks; 

Allied Equipment Co., of Cleveland—$19,000 for 550 half-tracks ; 

W. J. Lutes Co., of Cleveland. I believe it is $60,000 or $80,000 for 
200 White trucks and 92 wreckers. 

All of the above were obtained from Trucks & Spares. 

Mr. Bonner. Just keep on moving. Is that Dawson’s outfit now 
on this contract? 

Mr. Monticonr. I believe so. Yes. 

Mr. Bonner. Dawson? 

Mr. Monticone. I do not know whether he is still there or not, but 
it was his original contract. 

Mr. Bonner. Do you know what they paid to Dawson and what 
they paid to STEG on these deals? 

Mr. Monticone. I do not have it here. This is the total amount 
of the contract. 

Mr. Bonner. They do have such an arrangement, do they not? 

Mr. Monticone. Yes; they do. 

Mr. Bonner. And you are representing the High Commissioner, and 
you do not know what it is? 

Mr. Monticone. Well, we do not have control over their internal 
operations, because it is purely a German agency that belongs to the 
German Government. 

Mr. Bonner. But the High Commissioner is hoping he might re- 
cover something for the United States? 
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Mr. Monticonr. Oh, yes. The United States expects to recover the 
original sale price of the sur plus property, which is an obligation of 
the German Government and which has no relation to subsequent sale 
of the property by STEG. 

Mr. Bonner. And he does not know anything about the transac- 
tion ? 

Mr. Monticone. No. We have the right of audit, but the control 
of the internal operations of STEG was turned over to the German 
Government. 

Mr. Bonner. They might just let it go on and then say to the High 
Commissioner later on that it is gone. 

Mr. Monticone. We have the right of auditing the ageney, sir. 

Mr. Bonner. But you say you do not know what they are doing 
with respect to their financial dealings between these representatives. 

Mr. Monticonr. That was an error on my part in making that state- 
ment. As far as the High Commissioner is concerned, they have the 
right of audit and are now in the process of auditing this agency. 

Mr. Bonner. What is the percentage basis? What does STEG get, 
and what does Dawson and the other representatives get? Approxi- 
mately, that is? 

Mr. Monticone. Trucks & Spares made numerous contracts. There 
were 10 contracts they made. I do not know here just what percentage 
goes to STEG and what percentage goes to Trucks & Spares, but I 
can find that information out. 

Mr. Bonner. All right. Keep reading the companies off. 

Mr, Monticone. Berger & Co., of Pittsburgh. 

Mr. Bonner. I want you to read the dates into this record that these 
transactions took place also. 

Mr. Monticonr. They are from October 1 of last year to date. 

Mr. Bonner. October of last year ¢ 

Mr. Monticone. Up to date. 

Mr. Bonner. All these transactions took place after Korea ¢ 

Mr. Monricone. That is correct. 

Mr. Bonner. After the freeze these transactions took place ¢ 

Mr, Monticonr. That is correct. 

Mr. Bonner. After the freeze. 

Mr. Monticone. But they were previously screened. 

Mr. Bonner. Screened for what? 

Mr. Monticone. Screened by the Army for its own requirements. 

Mr. Bonner. But American citizens went there and bought them. 
The American citizen businessman is smarter than the Army, is he 
not? He knows what he can sell, and the Army does not seem to 
know at all what they are keeping or preserving for the defense of 
this country or for the economy of this country. 

Mr. Monrtcone. I do not think I could venture an opinion on that, 
sir. 

Mr, Bonner. It is evident there by these vast sales. 

Mr. Monticonr. But these sales have each one of them been 
thoroughly screened by the Army to see whether they needed them 
or not. I think the Army witnesses can testify on that. 

Mr. Bonner. They are screened for Army requirements, but not 
for the requirements of the general rehabilitation of Europe, which 
we are endeavoring to help bring about under the Atlantic Pact. 

Mr. Monticonr. Oh, yes. It was called to their attention. 
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Mr. Bonner. All right. Keep reading. 

Mr. Monticone. Berger & Co., of Pittsburgh, $1,700 for medical 
supplies; 

Paul Fabricant, of New York, $44,000 for radio tubes, 

Mr. Bonner. Radio equipment ? 

Mr. Monticone. Yes. That would be radio equipment. 

Mr. Bonner. $44,000? 

Mr. Monticonr. That is correct. 

Electronic Center Co.: It does not have the description of the ma- 
terial they purchased. 

Mr. Bonner. I want the dates as you go along. This is in United 
States dollars that they paid for these purchases? 

Mr. Monticone. Yes. They had to. 

Mr. Bonner. Now read the dates, please. They are amounts that 
they have to deposit when they make the contracts. 

Mr. Monricone. These are paid in full on deposit. 

Mr. Bonner. Keep on readings 

Mr. Monticone. Electronic Corp. No. This is the Maspeth Tel & 
Radio, Brooklyn, N. Y., $1,030 for teletype machines; 

J.& L. Sales Co. of Columbus, $224,000 for power units. 

Mr. Bonner. What is the date of that? 

Mr. Monticone. We did not put down the individual dates on there, 
although I can procure the individual dates when they were made. 

Mr. Bonner. But they are all since October ? 

Mr. Monticone. Since October 1. Yes. 

Mr. Bonner. Go ahead. 

Mr. Monticonr. This is Dadourain Export Corp., New York, $1,600 
for GI hats. 

Mr. Bonner. For what? 

Mr. Monticone. GI hats. 

Mr. Bonner. What is that? 

Mr. Lewis. I suppose they are the little hats. 

Mr. Monricone. Fillers or wool caps that they had. 

Mr. Bonner. And that is since October, and we are having trouble 
here finding clothing for the soldiers in America, and the soldiers we 
are sending to Korea. 

Mr. Monticonr. Department of Sales. This is the Kroll Corp. 
in New York. That isin parentheses there. $5.839 for toothbrushes. 

Mr. Bonner. How much? 

Mr. Monrticone. $5,839 for toothbrushes. 

Mr. Bonner. They were brought back to America. They do not 
need toothbrushes in Europe. Read on. 

Mr. Lanrarr. They are in short supply. 

Mr. Monticone. Metron Inc., of Chicago, $13,587 for two dredging 
machines, 

The second group I gave you were purchased directly from STEG, 
and the others were purchased through Trucks & Spares since October 
1, 1950. 

Mr. Bonner. Have you a list of what these others have? That is, 
Dawson’s outfit? 

Mr. Monticone. No. The first group was purchased through 
Trucks & Spares. The second group was items purchased directly 
from STEG for export to the United States. 
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Mr. Bonner. I would like to have you leave that memorandum for 


the record. 

Mr. Lewis. It is in very difficult form to read. May we make a 
clear copy ? 

Mr. Bonner. This whole thing is very difficult to ferret out. We 
have a lot of trouble in getting what we want in the committee. 

Mr. Lewis. I was speaking of the form which it was in. I will 
make an accurate copy. 

Mr. Bonner. We would like to have the agreement—and I imagine 
you can furnish that—between Continental Motors, Malay Trust, and 
George Dawson. Do you know anything about that? 

Mr. Monrticone. Malay Trust? 

Mr. Bonner. Do you know anything about the agreement between 
Malay Trust and George Dawson ? 

Mr. Monticone. I do not know anything about the Malay Trust, 
but I have an agreement by the Continental Motor Trust. 

Mr. Bonner. The Continental Motor Trust and George Dawson ? 

Mr. Monticone. Yes. 

Mr. Bonner. That is probably what we have in mind. 

Mr. Monricone. This is where he has turned over his entire holdings 
to this particular corporation. JI would like to read it, if you do not. 
mind. 

Mr. Bonner. To what particular corporation ? 

Mr. Monticone. His interest in Trucks & Spares and his contract. 
with STEG, 

Mr. Bonner. He has turned it over to whom? 

Mr. Monticone. ‘To the Continental Motor Trust. 

Mr. Bonner. Who are they? 

Mr. Monricone. That is a corporation which is incorporated in 
Liechtenstein. 

Mr. Bonner. Who runs that ? 

Mr. Monticone.The attorney in fact for that, according to the docu- 
ments here, is a Mr. George Mitchell, located at the Hotel Continental 
in Paris. 

Mr. Bonner. He is an associate of Mr. Dawson ? 

Mr. Monricone. He is the attorney in fact of this corporation. 

Mr. Bonner. Is he connected with Dawson ? 

Mr. Monticonr. I do not know whether he is or not. 

Mr. Bonner. He is an agent for Dawson in Paris? 

Mr. Monticone. That I do not know. 

Mr. Bonner. Mr. Sinclair Robinson, who testified here, said that. 
Mr. Mitchell—and let me read you what he said. We asked him: 

Does the subcominittee understand that you represented Mr, Mitchell as legal 
representative? 

That is Mr. Robinson answering now, who testified here under oath: 


Mr. Mitchell is an associate of Mr. Dawson, and Mr. Dawson turned over his 
holdings to Mr. Mitchell. 

Mr. Monricone. Well, he is making a statement here that he was 
never the true owner, that is, Mr. Dawson, according to this photo- 


static document. He says that Continental Trust was always the true 


owner of Trucks & Spares. 
Mr. Bonner. Read it. 
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Mr. Monticone. This is an agreement between the Continental Mo- 
tor Trust, Vaduz/Leichtenstein, and Mr. George Dawson, Bahnhof- 


strasse 32, Zurich 1. 
(The agreement marked “Exhibit 16” follows: ) 


Exursit 16 


AGREEMENT BETWEEN THE CONTINENTAL Motor Trust, Vapuz/LIECHTENSTEIN, 
AND Mr. GreorceE DAwson, BAHNHOFSTRASSE 32, ZURICH 1 


is hereby agreed that the contract which Mr. Dawson concluded on the 28th Feb- 
ruary, 1950, with the STEG (Staatliche Erfassungs-Gesellschaft fur offentliches 
Gut m. b. H.) in Stuttgart is drawn up in the name of Mr. Dawson, but for the 
exclusive account of the Continental Motor Trust. Mr. Dawson hereby declares 
that he has concluded this contract only as an ageut and that the sums of 
$100,000—and $150,000—which he paid as a deposit on the 21st March 1950 and 
on the 9th May, 1950, to the STEG were given to him by the Continental Motor 
Trust. Mr. Dawson has therefore no property at all on the goods which were 
bought on the 28th February, 1950, from the STEG. The Continental Motor Trust 
is liable to pay to Mr. Dawson a commission of 2 percent of the selling prices of 
the purchased material. The Commission is due whenever the sold material is 


paid by the buyer. 
GEORGE DAWSON, 


Continental Motor Trust. 
(Signature illegible. ) 

ZuRIcH, 23d June 1950. 

Mr. Bonner. Here is the testimony of Mr. Robinson which I would 
like to read into the record at the present time. Mr. Robinson is the 
attorney in New York, and he has been sworn. This is between Mr. 
Robinson and Mr. Bonner. 

Mr. BonNER. Who is George Mitchell? 

Mr. Roprtnson. He is associated with Mr. Dawson. 

You may proceed, sir. 

Mr. Monticone. As far as we are concerned, we just deal with 
STEG. I have no personal knowledge, either personally or officially, 
of the relationship of Mr. Dawson and Mr. Mitchell to Trucks & 
Spares, except from-these documents we have in front of us. 

Mr. Bonner. Did you say Mr. Dawson holds any interest in Con- 
tinental Trust ? 

Mr. Monticone. I do not know, sir. 

Mr. Bonner. Mr. Donohue. 

Mr. Dononve. Will you tell us again what exactly is your title in- 
sofar as the United States High Commissioner is concerned ? 

Mr. Monrticone. I am assistant to the fiscal officer for HICOG. 

Mr. Dononve. What are the duties of the fiscal representative whom 
you are assisting 

Mr. Monticone. You mean so far as STEG is concerned, or my po- 
sition there ? 

Mr. Dononve. No. As far as the United States Commissioner is 
concerned. 

Mr. Monticonr. We are responsible for maintaining all of the ac- 
counts that are the responsibility of the High Commissioner, both as 
to appropriated funds and nonappropriated funds, and the mark ac- 
counts we maintain there in Germany. 

Mr. Dononvur. With the Bonn government? 

Mr. Monticone. And we maintain liaison with the Bonn govern- 
ment as far as STEG is concerned. That is, our office. That is our 
only function. 
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Mr. Dononve. What is the relationship between the Bonn govern- 
ment and STEG? 

Mr. Monticone. It comes under the control of the Bonn govern- 
ment, which is now the German Republic. 

Mr. Dononve. In other words, it is more or less a corporation under 
the control of the Bonn government ? 

Mr. Monriconer. It is a quasi-governmental corporation. Correct. 

Mr. Dononvr. Do I understand correctly that the duties of your 
office, that is, the fiscal office, are to audit the accounts of STEG? 

Mr. Monricone. That is correct. 

Mr. Dononvr. How often were those audits made? Or, how often 
are they made? 

Mr. Monticone. I believe they are only in the process of auditing 
it now. 

Mr. Donouvr. How long has STEG been in existence ? 

Mr. Monticone. Since August 29, 1946. 

Mr. Dononve. Why have not the accounts of STEG been audited 
before this particular time? 

Mr. Monticone. I believe that STEG has been audited periodically 
by the German counterpart of our General Accounting Office. 

Mr. Donouue. Have reports of those audits been made to your office ? 

Mr. Monricone. Yes, they have, sir. 

Mr. Dononver. So you have been in touch with the operations of 
STEG right along? 

Mr. Monticone. Our office has. Yes, sir. 

Mr. Dononvue. You mentioned something about being familiar with 
the contract that Dawson had with STEG? 

Mr. Monricone. I am familiar only with Dawson in that I heard 
his name mentioned as being the owner of Trucks & Spares, because 
he will be one of the claimants that may come in with an alleged claim 
in upsetting his contract due to the reacquisition program. They 
have not as yet come in with their claim against the Army. We ob- 
tained a copy of the contract only because of the possibility of a claim. 

Mr. Dononvur. What would the nature of that claim be, if any? 

Mr. Monricone. Whatever loss or damage he alleges he has sus- 
tained due to this program that has been carried on by the Army in 
upsetting his contract. 

Mr. Dononve. Has the Army upset his contract? 

Mr. Monriconr. I believe they have in the sense that they have 
taken away material which he has purchased on an option contract, 
which he can no longer sell. 

Mr. Dononve. Are you familiar with the terms of the contract that 
the Army, or our Government, directly or indirectly, entered into with 
STEG? 

Mr. Lewis. I think we can supply that, Mr. Donohue. 

Mr. Bonner. We wanted somebody here this morning who could 
tell us something about it. That is what we asked for. Go ahead, 
Mr. Donohue. We thought when you were bringing this gentleman 
at government expense from Europe he could tell us all this. 

Mr. Curtis. May he answer the question? The question was the 
extent of his knowledge. 

Mr. Bonner. He said he did not know. 

Mr. Curtis. Did he say he did not know? 
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Mr. Monvticonr. You mean the contract between the United States 
Government, which was through the Army, with STEG, in turning 
over this surplus material? I am not thoroughly familiar with it. 

Mr. Bonner. That is what I understood you to say. 

Mr. Dononvr. Do you have a copy of the agreement ¢ 

Mr. Lewis. I have a copy here of an agreement between the United 
States of America and the Bizonal Economic Council, which was 
the foreruiiner in economic matters of the Bonn government, before 
the Bonn government was established. The contract was taken over, 
I believe, with no change by the Bonn government when it became 
organized. It set up, or, rather, it took over as the operating agency 
under which this contract was to be effectuated, STEG, which had 
previously been established, as you know. 

Mr. Dononvur. Under what conditions did the Government turn 
over this surplus property to the Bizonal government, or the Bonn 
government, or STEG ? 

Mr. Lewis. Do you mean by that, and are you particularly inter- 
ested in knowing, whether there was a repurchase or a reacquisition 
clause therein ? 

Mr. Dononvr. Yes; and whether or not there were any limitations 
incorporated in the contract which would restrict the Bonn govern- 
ment, or STEG—this quasi-government corporation—in what they 
would use it for? 

Mr. Lewis. There are certain restrictions in the agreement but they 
do not cover the sale or other disposal of the property by STEG. 
Aside from the agreement the Allied High Commission exercises con- 
trol over all exports from Germany of goods of a military or strategic 
nature. In addition, after the freeze last fall of property in the 
custody of STEG, informal arrangements were made with the Ger- 
man export licensing authorities to notify HICOG of any applica- 
tions to export STEG goods of the type covered by the overall export 
controls. The licensing authorities agreed to deny at the request of 
HICOG the issuance of licenses on any such applications. 

Mr. Donouvr. New, insofar as you know, or your associate knows, 
the exporting of all this equipment that has been read was cleared 
through this High Commissioner’s office, was it not ? 

Mr. Lewis. Yes, sir: unless there were illegal actions involved. 

Mr. Dononvr. Who in the High Commissioner’s office would grant 
this permission ? 

Mr. Lewis. There is a tripartite—as I understand it, there is a tri- 
partite Export Control Commission on which the High Commission- 
er’s office is represented. 

Mr. Dononve. The purpose of transferring this surplus property 
to the Bonn government or the government that preceded the Bonn 
government was for the purpose of rehabilitating the Germany peo- 
pl >and their economy. Is that correct ? 

Mr. Lewis. That was the principal purpose involved, sir. 

Mr. Dononvr. And any restrictions, or the restriction against ex- 
porting, was for the purpose of preventing it from being used in places 
other than Germany. Is that right? 

Mr. Lewis. Yes, sir. I would like to amend that. There are no 
export controls except those I mentioned a moment ago. 

Mr. Dononve. With the set-up of the High Commission as it is, 
representing several governments, did that material first have to be 
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offered to one of the other governments before it could be sold to a 
private individual ? ~ 

Mr. Lewis. I am not sure on that point, sir. The restrictions on 
the exports that I have described 

Mr. Dononve. Before we come to the matter of exporting, that is, 
exporting by private individuals, did, let us say, the governments that 
are represented on the High Commission have priority in taking over 
or bidding on that property ? 

Mr. Lewis. The other governments could possibly requisition some 
of this material as occupation costs, but they do not have a right to 
acquire this property from STEG. It was a United States operation. 
Does that answer your question, sir? 

Mr. Dononvr. Yes. Now how long has Dawson been in the pic- 
ture over there, that is, with either the Trucks & Spares Co. or, let us 
say, with the Continental Motor Trust ? 

Mr. Monticone. The only time I ever heard of the name George 
Dawson, or anybody in the High Commissioner’s office, was the time 
we started the requisition program. 

Mr. Dononvr. When was that? 

Mr. Monticong. I think back in last August. 

Mr. Dononve. In any of the accounts that were coming into your 
office—that is, the audits that were coming into your office—did the 
name Dawson appear therein ? 

Mr. Monticone. Not to my knowledge, sir. Of course, it would be 
just a Trucks & Spares Corp. that bought so much material at such 
and such a price, 

Mr. Dononuer. Insofar as you know, Dawson was the controlling 
figure in Trucks & Spares? 

Mr. Monticone. Not as far as I personally know, sir. 

Mr. Donouve. Since his name first came to your attention, have 
you made any check into the background of Dawson or his activities? 

Mr. Monticone. No, sir. We have not. We have only heard of 
him through newspapers. 

Mr. Dononve. face the Korean situation, did not your office think 
it quite strange, or since the Atlantic Pact was set up and the action 
on our part over here to aid Europe by way of arms, that is, the west- 
ern part of Europe, did you not think, or did not your office think, that 
it was quite strange to have this material being shipped out of Europe 
by a private individual ? 

Mr. Monticone. Yes. When it was brought to our attention we 
took immediate steps to make certain we would recapture it. In fact, 
we had quite a few technical difficulties to surmount. That was re- 
gardless of whether any of the material was under contract or paid in 
full. We grabbed it, as long as it was there in STEG, for the use of 
the United States Army. 

Mr. Dononvet. Insofar as your office was concerned, is it so that 
you granted no licenses to export this material and equipment since 
the Korean situation broke? 

Mr. Monticone. Since September 15. I can say that. I have fig- 
ures to date from the Korean situation, and they have all been screened 
by the Army. 

Mr. Bonner. Mr. Brenner, who testified just recently before this 
committee, said some came in about a month ago. One came in 30 
days ago. He said the second shipment came in about 10 days ago, 
and the third shipment is arriving tomorrow. 





Pidaiietertn kt ae Jatin, 


PRT Petes 


Bret ed et 





Ri oe, 





DISPOSITION OF WAR SURPLUS PROPERTY 9] 


All of this could not have been on the high seas since September. 

Mr. Monticone. Since October 1 no export license has been granted 
without prior screening and approval by the Army authorities. T hey 
have been carefully screened by the military, 

Mr. Bonner. Listen to Mr. Brenner’s testimony : 

The last purchase was about 3 or 4 months ago. 

Mr. BonneR. That would be in November or the Ist of December? 

Mr. BReNNeR. Somewhere around that time. 


Mr. Monticone. If the export license has been granted 

Mr. Bonner. He said the purchase was made. 

Mr. Monticonr. Surely the purchase has been made, but they were 
not approved unless the Army made the statement that they did not 
need the material, and that is this list of contracts I have given. 

Mr. Bonner. The Army is grabbing all of the material ; in America, 
practically. The civilian economy has been shut off. We are right 
down at the bottom of the barrel. It is strange that these business 
people of America are over there buying this material and it is strange 
that it was of no value to the National Defense Bureau. 

Mr. Monricone. Well, it was of no value as far as the military was 
They screened every one of the licenses before they were 





concerned. 
approved. 

Mr. Bonner. Go ahead, Mr. Donohue. 

Mr. Donouvr. Did the Army represent to your office that there was 
no need for radio tubes and this motor equipment ? 

Mr. Monticone. Oh, no. They have taken over quite a few radio 
tubes. If there are any radio tubes on here they would be tubes which 
in the opinion of the Army they did not need. 

Mr. Donouve. Are they not needed in Germany by the German 
people ? 

Mr. Monticone. I could not answer that question, sir. 

Mr. Lewis. I would say, sir, that since STEG is a German corpora- 
tion, offering these materials for sale, if there had been a need in the 
German economy some German probably would have bought those 
tubes. That is only a conjecture. 

Mr. Donouve. That is, unless there was some collusion between 
some representative of STEG and Trucks & Spares. 

Mr. Lewis. I believe, sir, that STEG’s materials are advertised in 
Germany as for sale. 

Mr. Dononve. Now some of the others. Would you run down that 
list again ? 

Mr. Monticone. Surely. Do you want the names? 

Mr. Dononvr. Just the equipment or material. 

Mr. Monticone. Allied Equipment 

Mr. Dononvr. Not the names of the companies. Just the material. 

Mr. Monricone. One hundred and forty-five Diamond T trucks. 

Mr. Donouve. Stop there. Do I understand that in the economy 
of Germany there is no need for Diamond T trucks? 

Mr. Monticone. I think I can answer that one because I asked the 

STEG people—their liaison man, Mr. Kurtz—why in all these years 
all of this material had not been sold. He said they sold most of it at 
the beginning when they were in short supply. They would buy any- 
thing then. But, since the German economy came up and provided 
their own economy with their own trucks of low taxable horsepower 
as compared to the United States trucks, and low fuel consumption as 
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compared to the United States trucks, plus the fact that in having 
German trucks in later years they can get repair parts there—that was 
his explanation of why they could not get rid of them or sell them. 

Mr. Donounve. But what about truck parts? 

Mr. Monticone. I do not believe they had any new truck parts. 
They were cannibalized. They started to try and break them down 
and cannibalize them, and then sell the spare parts. Prior to August 
23, 1950, legally they could not reexport to the United States any 

excess surplus property. 

Mr. Dononve. Clear this up in my mind, if you will. Whereas they 
did not need, let us say, Diamond T trucks over there, did the Army 
suggest to you that they might be used by the Army back here, and, 
therefore, you should exercise your rights under the recapture clause ¢ 

Mr. Monricone. The only way I can answer that is, when it was 
brought to our attention we took immediate steps and had it all frozen, 
and whatever the Army wanted they took. 

Mr. Dononve. Did you take any steps to cancel the export licenses? 

Mr. Monriconer. Oh, yes. We had a strict control on that in case 
they would slip through or try to slip through. 

Mr. Dononve. Jf that is so, how do you account for these shipments 
coming in here within the last month ? 

Mr. Monticone. There would be shipments, but they were care- 
fully screened by the military authorities and they did not need them. 

Mr. Dononve. Read some of the other items. 

Mr. Monriconer. Mack trucks, 200 White trucks, 92 wreckers, med- 
ical supplies, radio tubes, teletype machines, power units, tooth brushes, 
and dredging machines. That is the lot. 

Mr. Dononvr. So any action that your office took was on the repre- 
sentations made by the Army and also the Army’s recommendation 
that they no longer would use that sort of equipment over in Europe? 

Mr. Monticone. That is correct, sir. 

Mr. Dononve. I have no further questions. 

Mr. Bonner. Mrs. Harden ? 

Mrs. Harpven. No questions. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Mr. Monticone, I do not fully understand the recap- 
ture provisions of the original contract. Can you or Mr. Lewis ex- 
plain that again? What were our rights under the original contract 
to recapture any of these surplus items? 

Mr. Lewis. I will read this if you wish, sir. 

Mr. Curtis. Will the gentleman yield for 1 minute? I would like 
to ask one question. 

Do you know, Mr. Monticone, yourself ? 

Mr. Monticone. I am Mr. Monticone. 

Mr. Curtis. I say, do you know this? 

Mr. Monticone. The recapture clause ? 

Mr. Curris. Yes. I want to know first if he knows of his own 
knowledge. Do you know anything about it yourself ? 

Mr. Monticone. I have never read it, but working on a case, and 
through informal advice of our Legal Division, we used a clause in the 
contract, a bit thin perhaps as giving the Army the right at any time to 
vo in there and recapture any item which in their estimation should 
not have been taken over in the first place. 
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Mr. Curtis. In other words, you do know something about it ? 

Mr. Monticone. Just that part. That was the basis of our whole 
acquisition program. 

Mr. LantarFF. That is the clause I am interested in now. 

Mr. Monticone. Yes. 

Mr. Lewis. I have that here. 

Mr. LantarF. Will you read it? 

Mr. Lewis. Yes, sir. 

EXxHIbIT 17 

The United States will sell and the Bizonal Economic Council will buy— 
which, as I explained before, is the forerunner of the Bonn 
government 





(as is, where is, without warranty except as to title) all property in Germany, 
declared by the United States Army to the Foreign Liquidation Cominissioner for 
disposal as surplus property on or before 30 September 1948, except that the 
following property is specifically excluded from the property to be transferred: 

(a) Property which the United States Army determines to be noncdemilitar- 
ized combat matériel, including ammunition, or flyable aircraft, or components 
und spares suitable for use with respect to flyable aircraft ; 

(b) Air navigation, communication, weather, and other special technical 
facilities of air navigation, communication, and weather control units; 

(c) Scrap, salvage, and waste materials. For the purposes hereof, scrap shall 
include property determined by the United States Army te be of value primarily 
for its scrap content and may include items which have some residual value for 
use in their present form ; 

(d) Property of lend-lease origin; 

(e) Property not specifically listed above but which is not permitted to be 
owned, manufactured, imported, exported, transported, or stored pursuant to 
decisions of the Allied Control Council for Germany ; 

(f) Property which, on or before the effective date hereof, has been sold or 
committed for sale to others, or which in the judgment of the Central Field 
Commissioner for Europe, acting for the United States, was on the effective date 
hereof the subject of negotiations from which he could not fairly withdraw ; 

(g) Such other property declared surplus as the United States may, in ex- 
ceptional cases, withdraw from surplus before transfer to the Bizonal Economic 
Council. 

Mr. Lantarr. From what you have read, I still do not have any 
clear concept of our rights to recapture this equipment. 

Mr. Lewis. The clause is in there. The effective part of the recap- 
ture operation was one which we exercised by dealing with the Bonn 
government last fall, when we had the freeze which has been talked 
about here, and there was no disagreement on their part as to our 
right or as to their willingness to have us recapture that material 
which the Army had told us—the High Commissioner’s office—was of 
need to them. 

Mr. Lantarr. In your opinion, there is no question whatsoever of 
the legal right of this country to recapture any and all of that equip- 
ment that was in the hands of STEG that we might want ? 

Mr. Lewis. I am afraid if we got down to hard legal cases there 
would be some question. I can only say that up to now—and we have 
no reason to believe it will be otherwise—the German Government has 
been very cooperative in yielding to any desire we expressed to recap- 
ture any of the stuff which is presently located in the STEG depots. 

Mr. Lantarr. Do either of you gentlemen know the names of the 
stockholders of Trucks & Spares? 

Mr. Lewis. I do not, sir, other than what has been brought out 
about Mr. Dawson—and I had no knowledge of him. 
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Mr. Lantarr. Is there any other representative of the State Depart- 
ment here. Are you the representative of the State Department? 

Mr. Lewis. I am one of them. 

Mr. Lantarr. I would like to make a request on behalf of the sub- 
committee that we be furnished, or that an attempt be made to obtain 
the names of the stockholders of Trucks & Spares, and the names of 
the stockholders of Continental Motor Trust. 

Mr. Bonner. Can that be furnished ¢ 

Mr. Lewis. Yes. I will be glad to. 

Mr. Bonner. It will be inserted in the record. 

Mr. LantaFr. That request implies not only the names, but the 
addresses of record of the stockholders, and the amount of interest of 
each stockholder. 

Mr. Lewis. We will do our best, sir, to get as much of that informa- 
tion as we possibly can. 

Mr. Lantarr. These are corporations, are they not? 

Mr. Monrticone. I am quite certain we can get the stockholders of 
the German company, Trucks & Spares, but as to Continental Motor 
Trust in Liechtenstein, I do not know. 

Mr. Lewts. We will try as much as possible to get that. 

Mr. Lantarr. I will further amend the request to include the date 
of incorporation, and the names and addresses of the officers and 
directors. 

Mr. Bonner. It will be included in the record. 

Mr. Lewis. Yes, sir. I understand. 

(The information referred to marked “Exhibit 18,” follows: ) 


ExHIsIT 18 


STOCKHOLDERS AND OFFICERS, TRUCKS & SPARES, INC., AND CONTINENTAL MOTOR TRUST 


Trucks & Spares: Date of incorporation of “Kraftfahrzeng GMBH” (Trucks & 
Spares, Inc.) March 13, 1950, Frankfurt, Feldbergstrasse 28. 
Stockholders : 
Rudolph Bubenberger (Weisbaden, Kirchgasse 25), 20,000 DM (paid in 
12,700). 
Josef Knobel (Kassel, Ochshauserstrasse 44), 20,000 DM (paid in 10,000). 
Edgar Hess (Wiesbaden, Biebricher Allee 31), 10,000 DM (paid in 2,500). 
Supervising board: 
George Dawson (Zurich, Switzerland, Bahnhofstrasse 32), chairman. 
Rudolph Bubenberger, managing director. 
Josef Knobel, managing director. 
Edgar Hess, managing director. 

It is reported that all Trucks & Spares stock was sold to Continental Motor 
Trust, Lichtenstein. HICOG is making every effort to obtain full information 
concerning Continental Motor Trust, two of whose stockholders are reported to 
be Dr. Paul Hagenbach, Zurich, and Mr. Voight, Zurich. 


Mr. Lantarr. Do you have a record of the total sales of surplus 
equipment made by STEG or this other German agency since their 
inception ? 

Mr. Lewis. Trucks & Spares we do not have. 

Mr. Lanrarr. No, I do not mean Trucks & Spares. The total sales 
by STEG. 

Mr. Monticone. Just before I left, as of March 1, as far as the 
United States origin stock are concerned, 90 percent of the stocks have 
been sold, roughly. 

Mr. Lanrtarr. Do you have a record of to whom that material was 
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Mr. Monticone. I think STEG has a record of that, and we can 
obtain it through them. 

Mr. Lantarr. Did Trucks & Spares buy all of the surplus? 

Mr. Monticong. No. Just the major part. 

Mr. Lantarr. Do you have a record of the sales of all surplus 
equipment made by STEG? 

Mr. Monticone. No. 

Mr. Lantarr. Who has that? 

Mr. Monticone. That would be in the offices of STEG. We can 
obtain that report. 

Mr. Lanrarr. With the right of audit you can get that? 

Mr. Monrticone. Yes. 

Mr. LantaFr. I would like to request that we be furnished that. 

Mr. Dononve. That audit is being made now? 

Mr. Monticone. That is correct. 

Mr. Dononvr. When do you anticipate the audit will be completed ? 

Mr. Monriconr. It will be just a guess and estimate on my part. 
When I left I think it was believed that it would be 6 to 9 months be- 
fore it would be completed. It has gone through three stages. 

Mr. Lanrarr. What I meant was this: We know we have certain 
leads in this country to follow. 

Mr. Monrticone. Surely. 

Mr. Lanrarr. For the purpose of making a complete investi- 
gation, we should know everyone who acquired property from STEG 
and obtained export licenses for shipment to the United States. 

Mr. Monrticonr. For shipment to the United States? Just the 
names of those companies / 

Mr. Lanrarr. Tiat is what I want, and I think this way we can 
get an accurate picture of the extent of this operation. 

Mr. Bonner. Will you gentlemen yield ¢ 

Mr. Lanrarr. Yes, sir. 

Mr. Bonner. At that point, do you know whether any of this ef 
erty was shipped to any of the countries behind the iron curtain ! 

Mr. Monticonr. I think Mr. Lewis can answer that. There is an 
effective control on it. 

Mr. Lewis. No, sir. It was not except possibly through entirely 
illegal channels. Every effort is being made to prevent it. 

Mr. Bonner. That is since the freeze you speak of ? 

Mr. Lewis. No. That would be as of—I am not sure of the date, 
but it was long before the freeze. It had no relation to STEG 
itself. 

Mr. Bonner. What date? Then at some past date the committee 
is left to believe that some of the property was shipped to countries 
behind the iron curtain. Is that correct or incorrect ¢ 

Mr. Lewis. That question, sir, is involved in the whole question 
of over-all East-West trade controls in Europe. That is something 
of which I do not have the requisite knowledge, and something which 
another committee is going into, I believe. 

Mr. Bonner. You are going to furnish the memorandum showing 
what has been sent tothe United States. Is that right? 

Mr. Monrticonr. Yes. 

Mr. Bonner. Then you can furnish at the same time the report show- 
ing what property is known to have gone to iron-curtain countries. 
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Mr. Monriconr. I do not know if we can furnish that because—— 
Mr. Bonner. If there is any record at STEG. 

Mr. Monricone. If there is any record, yes, we can. 

Mr. Bonner. And if you cannot, you will make a statement that 
you cannot find it. 

(The information requested marked “Exhibit 19,” follows: ) 

ExHinit 19 
SHIPMENTS TO IRON-CURTAIN COUNTRIES 

The Germany Central Department for Export Licenses approved 1 purchase 
representing approximately 1,000 vehicles for shipment to Hungary without con- 
sultation with HICOG. Thirteen of these vehicles crossed the border on August 
22, 1950, but an American customs unit was successful in stopping the balance 
of the shipment. 

One minor shipment of parts and/or equipment valued at something less than 
$2,500 went to Budapest on June 27, 1950. 

There were some shipments of trucks and electric equipment to Yugoslavia, 
which, however, is not now regarded as an iron-ceurtain country, 

Mr. Bonner. Excuse me, Mr. Lantaff. Go ahead. 

Mr. Lanrarr. In preparation of this list of sales made by STEG a 
check can be made also of whether they went behind the iron curtain 
by determining the ultimate destination of the items through checking 
the export licenses. Is that not correct ? 

Mr. Monticonr. That is correct. 

Mr. Lantarr. So in making this list up, would that check also be 
made so that we have then its ultimate destination and know the com- 
pany that acquired it. 

I am thinking in these terms: That if Dawson was listed for Trucks 
& Spares as the vendee of that list of equipment, then that would have 
been sold by Trucks & Spares as vendor to some American company, 
and it would not show up unless we ean check that sale against the 
export licenses. 

Mr. Monricone. That is correct. We can have that information. 

Mr. Lanrtarr. Is the committee correct in its understanding that 
the Army’s consent to export these items to the United States, and 
HICOG’s consent, was predicated on a policy of determining only 
whether or not that surplus equipment was needed in Germany ¢ 

Mr. Monticone. I think the Army would have to answer that ques- 
tion. I could not. 

Mr. Lantarr. From the standpoint of HICOG in granting the ex- 
port licenses, was that the only determination that was made, that is, 
as to whether or not the items were needed in the civilian economy of 
Germany ¢ 

Mr. Monticone. I could not answer that question, sir. That is a 
subject Iam not familiar with. 

Mr. Lewis. I think I can answer that, Mr. Lantaff. The criterion 
which the High Commissioner followed was whether or not the Artny 
advised him that they needed this material. 

Mr. Lantarr. By “the Army” you do not mean the Department of 
the Army, do you? 

Mr. Lewis. Our liaison in Germany is with EUCOM—the Euro- 
pean Command of the Army. 

Mr. Lantarr. So it is EUCOM and not the Army as such ? 

Mr. Lewis. Yes. By understanding with the Army our liaison is 
with EUCOM in Germany. 
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Mr. Lantarr. What was the type of question that would be asked 
of EUCOM?# 

Mr. Lewis. In the simplest terms, sir 

Mr. Lanvarr. That is what Imean. In simple terms. 

Mr. Lewts. “Do you have any need for this material ?” 

Mr. Lantarr. “Do you, EUCOM, have any need for this material ?” 

Mr. Lewis. Yes, sir. And, we would look to EUCOM to tell us 
whether their agency needed this material. Also, sir, 1 might point 
out that we advised the MDAP authorities that there was this ma- 
terial if they cared also to reacquire that for their purposes. 

Mr. Lantrarr. What MDAP authority? 

Mr. Lewis. There is another agency in the State Department, and 
they have liaison with the Army as well. 

Mr. Lantarr. Do you mean that some office here in Washington in 
the State Department was notified that 200 Diamond T trucks or 
motors were being sold ?¢ 

Mr. Lewis. We knew of the freeze and notified the MDAP people 
that there was a freeze, and if any of the stuff that was frozen was 
something they needed, there it was for them to take. 

Mr. Lanrarr. I mean, on a particular sale ? 

Mr. Lewts. No, sir. 

Mr. Lanrarr. These items, for example, which the witnesses testi- 
fied were on the high seas and being shipped since the turn of the 
year to the United States. Was MDAP notified of those particular 
items ¢ 

Mr. Lewis. We did not notify of particular sales, but simply froze 
everything for that period from September 15 to October 23, 1950. 

Mr. Lantarr. So if the MDAP officials wanted to come over to 
Germany and look at that material, they could ¢ 

Mr. Lewis. Or look over the lists which could be furnished them. 

Mr. Lanrarr. Did MDAP here in the State Department evince any 
interest in any of that material there ? 

Mr. Lewis. They did not at that tme, to my knowledge. 

Mr. Lanrarr. Have they at any time, to your knowledge? 

Mr. Lewis. No, sir. 

Mr. Lantarr. Are you familiar, either of you gentlemen, with the 
equipment offered for sale by the British Ministry, that is, the Director 
of Sales, the Ministry of Supply ? 

Mr. Lewis. Before ths mornng I had heard nothing about that, sir. 

, Mr. Lantrarr. Mr. Chairman, I think somebody from the State 
Iepartment ought to be brought before this subcommittee to tell 
us about the apparent lack of interest of the MDAP people in this 
surplus property, and why new items were being given to other coun- 
tries under the MDAP program when similar items were being sold 
as surplus. 

Mr. Bonner. Who in the State Department would be able to give 
this information ? 

Mr. Lewis. I will notify the proper authorities, Mr. Chairman, and 
request that they come. 

Mr. Bonner. And we can have them? 

Mr. Lewis. Yes, sir. 

Mr. Bonner. Is that the desire of the subcommittee? We would 
like for vou to make a report to us this afternoon and then we will set 
a date to hear them. 
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Mr. Lewis. Yes, sir. 

Mr. Bonner. Is it the desire of the committee to hear them this 
afternoon? I propose to call the committee back in session at 2:30. 
I have excused the Department of Commerce until 2:30. 

Mr. Lanrarr. I would like to have someone from EUCOM re- 
called. Is there anybody here from EUCOM? 

Mr. Snackierorp. Colonel Willis is here. 

Mr. Lanrarr. We will get to Colonel Willis this afternoon. That 
is all the questions I have. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Yes. You stated in this property that STEG acquired 
that only 75 percent of that was American-made, roughly. Is that 
correct ¢ 

Mr. Monticone. No. I believe 75 percent of all the remaining 
stocks now in the STEG depots are of an American origin. 

Mr. Curtis. The other 25 percent, though, was paid for by Ameri- 
can money, or was captured by American forces? 

Mr. Monticone. That is captured enemy material. 

Mr. Curtis. But we captured it, did we not? 

Mr. Monticone. Yes, sir. 

Mr. Curtis. Well, we paid for it, in any event, did we not? 

Mr. Monticonge. No. We did not pay for it. 

Mr. Curtis. How did we acquire something that was not captured 
or made in the United States? 

Mr. Monticonr. That is requisition charged to the German 
economy. 

Mr. Curtis. We are not charged with that? 

Mr. Monticone. No, sir. We are not. 

Mr. Curtis. Have you anything to say? 

Mr. Lewis. I think it has been covered, but this non-American 
material, as I understand it, sir, is partly captured stuff, partly stuff 
which was requisitioned, and I think a very small portion falls in 
that category, from the German economy, for which no dollars were 

aid. 

Mr. Curtis. But we actually did pay for it insofar as accounting is 
concerned, did we not ? 

Mr. Monricone. No, sir. 

Mr. Curtis. If they got credit for it against something they might 
owe us, I would say we paid for it. 

Mr. Lewis. It works the other way. 

Mr. Curtis. You mean just because they cannot pay for anything it 
works the other way ? 

Mr. Monticone. That captured enemy material is being sold. 

Mr. Curtis. I am not talking about that. 

Mr. Monticone. You mean the indigenous material ? 

Mr. Curtis. The stuff we requisitioned. 

Mr. Monticone. It has been requisitioned and we used it, and when 
jt has been deemed unserviceable, it has been turned back to STEG to 
be disposed of. 

Mr. Curtis. I am talking about whether we paid for it in the be- 
ginning. 

Mr. Monrticone. No, we never did. We charged it. We charged 
the Germans for it. The Germans paid for it as occupation costs. 
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Mr. Curtis. At least that is something. How is this material in- 
ventoried, do you know? Do you people have control of the inven- 
tory ¢ 

Mr. Mont:conr. On the surplus material that was turned over, no, 
we did not. That was controlled by the OFLC or Army authori- 
ties. 

Mr. Curtis. How are you going to audit something when you do 
not have the basic inventory ? 

Mr. Monttcone. We are working on it right now. 

Mr. Curtis. Where does your inventory come from ¢ 

Mr. Monticone. It comes through agreements which state the man- 
ner in which it was turned over, and I believe most of it was turned 
over on a tonnage basis, and the bulk of it was on a simple inventory. 

Mr. Curtis. We found in investigating surplus property sales in 
this country that one way the Government lost so much money is 
because of the poor inventory system and the fact that they could 
not tell what they had. Does the High Commissioner over there or 
any American agency have any control over what they did have in 
the beginning? 

Mr. Monticone. That is the reason the audit is taking so long now, 
sir. 

Mr. Curtis. Why did it just start? 

Mr. Monticonr. It has been going on for quite a long time now. 

Mr. Curtis. How long a time? 

Mr. Monticone. I believe we started on it in July. 

Mr. Curtis. You are talking in terms of months. I am talking in 
terms of years, because this property was turned over to STEG, and 
1 presume under the contract, as you said, you have the right to audit. 

Mr. Monticong. That is correct. 

Mr. Curtis. How are you going to audit if you did not have your 
basic control sheet, which would be your inventory, and which would 
show that the stuff was properly warehoused, and that you knew 
where it was? Do you know? 

Mr. Lewis. May I say something? 

Mr. Curtis. He is the auditor. Let him answer. 

Mr. Monriconr. All right. This has been turned over to us as 
of July 1. 

Mr. Curtis. I am talking about your control. I am not talking 
about that, but the fact that you have made a conditional sale. Is 
that not correct? 

Mr. Monticone. No, we did not. OFLC did. 

Mr. Curtis. Do not distract me by throwing in other agencies. 
You people are ultimately responsible. The High Commissioner is 
ultimately responsible, is he not? 

Mr. Monticone. No, sir. 

Mr. Curtis. Who is ultimately responsible? Let us quit passing 
the buck here. Who is ultimately responsible for that surplus prop- 
erty there under this conditional sale, so as to be sure the conditions 
are fulfilled? Who? 

Mr. Monrttcont. I do not think I can answer that question. 

Mr. Curtis. You do not know ? 

Mr. Monticone. I do not know, sir. 

Mr. Curtis. And yet you hold a pretty high position in the High 
Commissioner’s office, do you not? 
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Mr. Monticone. Yes, sir. 

Mr. Curtis. And you do not know who is ultimately responsible for 
that ? 

Mr. Monticonr. Do you mean responsible for the accounting? 

Mr. Curtis. I mean responsible for the fact that you have made a 
conditional sale. Who is it who is responsible for seeing that those 
conditions are lived up to? 

Mr. Monticone. I believe that would be the High Commissioner’s 
office, sir, as a representative of the State Department. 

Mr. Curtis. Yes, sir. That is what I thought too. 

Mr. Chairman, I wonder if we might have this contract between 
the representatives of our Government and STEG in the record? It 
has been referred to, but I believe it should be put in. 

What is the date of that contract ¢ 

Mr. Monticone. The date of this contract is 

Mr. Lewis. This has been reported to Congress, however, sir, in this 
book dated April 1948, “Report to Congress on Foreign Surplus Dis- 
posal,” 

Mr. Curtis. Does that have the actual contract with STEG in it? 

Mr. Lewis. Yes, sir; the contract with the Bizonal Economic 
Council. 

Mr. Curtis. Does that booklet also give us the information as to 
under what authority and what laws that contract was entered into? 

Mr. Lewis. Yes, sir. 

Mr. Curtis. Does it tell us who negotiated the contract, that is, the 
actual individuals in our governmental agency ? 

Mr. Lewis. May I ask Mr. Meigs from OFLC? 

Mr. Metres. The contract has the signatories to the contract, one of 
whom was General Hyssong, at that time Central Field Commissioner 
for the OFLC, at Paris. 

Mr. Curtis. I presume that there are plenty of these booklets avail- 
able so that we can get copies of them ¢ 

Mr. Meics. I should think they would be available in the library 
here. 

Mr. Curtis. All right. 

Mr. Bonner. The contract you have before you, and not the book- 
Jet, will be inserted in the record at this point. 

Mr. Lewis. It is one and the same document, Mr. Chairman. 

Mr. Bonner. I will take the one you have there. 

Mr. Lewis. Yes, sir. 

(The agreement referred to marked “Exhibit 20,” follows: ) 


EXHIBIT 20 
AGREEMENT 


The Government of the United States of America and the Bizonal Economic 
Council, acting under authority of Regulation 88 of the United Kingdom Military 
rovernment of Germany and of Proclamation 5 of the United States Military 
Government of Germany, agree as follows: 

1. The United States will sell and the Bizonal Economie Council will buy (as 
is, where is, without warranty except as to title) all property in Germany, 
declared by the United States Army to the Foreign Liquidation Commissioner 
for disposal as surplus property on or before 30 September 1948, except that the 
following property is specifically excluded from the property to be transferred: 

(a) Property which the United States Army determines to be: nondemili- 
tarized combat matériel, including ammunition, or flyable aircraft, or components 
and spares suitable for use with respect to flyable aircraft; 
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(b) Air navigation, communication, weather, and other special technical 
facilities of Air Navigation, Communication, and Weather Control Units; 

(c) Serap, salvage, and waste materials. For the purposes hereof, scrap shall 
include property determined by the U. 8S. Army to be of value primarily for its 
scrap content and may include items which have some residual value for use in 
their present form ; 

(d) Property of lend-lease origin; 

(e) Property not specifically listed above but which is not permitted to be 
owned, manufactured, imported, exported, transported, or stored pursuant to 
decisions of the Allied Control Council for Germany ; 

(f) Property which, on or before the effective date hereof, has been sold or 
committed for sale to others, or which in the judgment of the Central Field Com- 
missioner for Europe, acting for the United States, was on the effective date 
hereof the subject of negotiations from which he could not fairly withdraw; 

(zg) Such other property declared surplus as the United States may, in excep 
tional cases, withdraw from surplus before transfer to the Bizonal Economic 
Council. 

2. The price to be paid by the Bizonal Economic Council (on the terms of pay- 
ment stated in paragraph 4) for the surplus property transferred to the Bizonal 
Economie Council pursuant to paragraph 1 above and to others pursuant to 
paragraph 38, shall be $183,750,000, being 21% of the presently estimated original 
acquisition cost of $875,000,000 to the United States Government of such surplus 
property. However, the parties hereto shall promptly hereafter consult and 
establish procedures to determine the amount of surplus transferred hereunder, 
and the purchase price shall be adjusted to 21% of the original cost thereof to 
the United States Government. 

3. Notwithstanding the foregoing, property declared surplus before the effec 
tive date hereof and not specifically excluded from the property to be trans- 
ferred to the Bizonal Economic Council may nevertheless be sold to other pur- 
chasers before Feb. 1, 1948 by the Foreign Liquidation Commissioner but the 
purehase price hereunder, determined in accordance with the provisions of par- 
agraph 2 of this agreement, shall be reduced by the gross sales price charged 
to such other purchasers. Property sold before Feb. 1, 1948 shall include prop- 
erty then under commitment for sale to others, or which in the judgment of 
the Central Field Commissioner for Europe was, on 31 Jan. 1948, the subject 
of negotiations from which he could not fairly withdraw. 

4. The Purchase price shall be a deferred charge against, and shall be repaid 
from future proceeds of German exports pari passu with obligations for other 
supplies furnished to the German economy on a deferred payment basis. In- 
terest shall be computed at the same rate and on the same terms as are eventually 
established for other deferred obligations of the German economy to the United 
States Government. Payments shall be credited first to interest due and then to 
unpaid principal. The terms for payment of any balance remaining unpaid at 
the time of the treaty of peace with Germany shall be such as are prescribed 
therein. With the consent of the appropriate occupation authorities, the United 
States Government may require the accelerated payment of any part of the 
unpaid purchase price in local currency for use by the United States Govern- 
ment; credit against the purchase price shall be given of the agreed dollar 
value of such accelerations. 

5. The Bizonal Economic Council shall designate the agency which will accept 
title and possession of property to be transferred pursuant to this agreement 
and such agency shall assemble and provide the United States Government with 
appropriate receipts for the property transferred to it, and shall maintain 
records of the disposition of the property. Title to, and possession of the prop- 
erty transferred shall pass to the agency designated by the Bizonal Economic 
Council as soon as possible in accordance with transfer procedures to be agreed 
upon between such agency and representatives of the United States Govern- 
ment. 

6. All obligations (including, but not limited to, expenses, claims, rents, and 
acquisitions) incident to the care, custody and handling of property declared 
surplus and to be transferred to the agency designated by the Bizonal Economic 
Council under this agreement shall, from the time of acceptance of custodial 
responsibility or possesion, be borne by the Bizonal Economic Council; except 
that the United States Government shall continue to be responsible for the 
expenses of pay, maintenance and administration of United States Government 
Military and civilian personnel and of prisoners of war held by the United 
States. 
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7. No taxes, duties or other assessments which might normally be imposed E 
as a result of this transaction or of any transactions pursuant to the terms of : I 
this Agreement, shall be assessed against the United States Government. 4 
8. The term “effective date” for the purposes of this agreement shall be 2400 
hours January 31 1948. ; 
Executed in triplicate at Frankfurt, Germany, this 23d day of January 1948. 3 F: 
For Bizonal Beonomie Council: 
/s/ {Signature Iegible], 
President. 
/s/ [Signature Illegible], : 
Vice President. \ 
For the Government of the United States of America: 
/s/ Ctype L. HyYssone, 
Central Field Commissioner for Europe, 
Office of the Foreign Liquidation Commissioner. 
Ths contract is entered into by the Bizonal Economic Council with the ap- 
proval of the Bipartite Board, composed of General Clay, Military Governor of 
the United States Zone and General Robertson, Military Governor of the Brit- 
ish Zone. g 
/s/ {Signature LIllegible], 
Water E,. MATHER, 
Duty Secretary, Bipartite Secretariat. 


DECISION BY THE 9TH PLENARY MEETING OF THE BrizoNaL Economic CoUNCIL 
18 DeceMBER 1947: CONCERNING AN AGREEMENT WITH THE UNITED STATES 
GOVERNMENT REGARDING THE PURCHASE OF UNITED STATES ARMY SURPLUS 
Stocks 


The Economic Council has adopted the following decision : 

The Economic Council agrees, in principle, to enter into an agreement to take . 
over American Army surplus stocks. It authorizes the President and the Vice ¥ C 
President to conduct the necessary negotiations in conjunction with the De- 1 
partments concerned and to conclude the agreement. 

Frankfurt a. M., 18 December 1947. 

The President, 

[SEAL] Dr. E. KoEHLER. 


JANUARY 26 1948. 





MEMORANDUM FOR THE RECORD 


The office of the United States Co-Chairman, Bipartite Control Agency (Gen- 
eral Adcock) advised me on January 23 1948, that the correct spelling of the 
signatures appearing on the agreement of January 23 1948, between the Gov- 
ernment of the United States of America and the Bizonal Economic Council are 
as follows: 

Koehler, President 
Dahrendorf, Vice President 4 
G. L. C. Scott fer Walter E. Mather, Duty Secretary Bipartite Secretariat. : ( 

The full name of Dr. Koehler is Dr. Erich Koehler, and of Dr. Dahrendorf is ; c 

Dr. Gustav Dahrendorf. ; ( 
Wma. Jay Horr, 
Director, Legat Division. 


Mr. Bonner. What other figures did you bring down so that we 
could have a chance to look them over? That is, that are pertinent to : 
this inquiry. . 

Mr. Lewis. I have no other papers with me, sir, that are pertinent, 
that I can think of, but I would be very glad to supply them. 

Mr. Bonner. What papers do you have that are pertinent to the 
inquiry ? 

Mr. Monticong. I have this list of contracts which I thought would 
be pertinent to the inquiry here. i 

Mr. Lewis. And which we have agreed to supply. | 
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Mr. Bonner. I would like to have those papers inserted in the 
record, or submitted for insertion in the record at this point. 

That is agreeable with you, is it not ? 

Mr. Lewis. Do I understand by that you want all of these in, because 
a lot of this is not pertinent, I believe. 

Mr. Bonner. Well, we can look it over. 

Mr. Lewis. Isthatall right? None of it is classified ? 

Mr. Monticone. Yes. There is one part classified. That is why I 
was hesitant. ; 
Mr. Bonner. What have you there that is confidential ? 

Mr. Monticone. This sheet. 








‘ Mr. Lewis. That is all right, though. 

Mr. Bonner. What is the particular thing ? 

j Mr. Monticone. The list that was read out. 

Mr. Bonner. Do you think that is confidential? Why, it will be in 

3 all the papers of the country. 
4 Mr. Monticone. I know that; but it is marked that. 

Mr. Lantarr. Is it marked that way because of transmission ? 

Mr. Lewis. Because of transmission problems. 

Mr. Bonner. All right, sir. 
: (The document referred to marked “Exhibit 21,” follows: ) 
3 
; EXHIBIT 21 

‘ Contracts entered into by STEG@ since Oct. 1, 1950, with buyers exporting to 

United States 

3 
bs CONTRACTS COVERING PROPERTY WHICH WAS UNDER OPTION TO TRUCKS & 
€ SPARES 

Ty ere rer 

ns é e St. . 

: Date of con- Name of buyer and address Description of property of con- export Shipping 
j tract | tract | license cate 

: | 1951 | 1961 

J Sept. 26, 1950.| Allied Equipment Co., Cleve- | 145 Diamond T trucks | $53,600 | Jan. 11 Jan, 21. 

land, Ohio. } | 
: Sept. 30, 1950.| Oakland Truck Sales, Pitts- | 34 Mack trucks 28,500 | Feb. 14,.| Feb .28. 
| burgh, Pa. 
Nov. 10, 1950_} Allied Eqipment Co., Cleve- | 550 half tracks... . be 19, 250 | Pending | Mar. 14, 
land, Ohio. 
Jan, 20, 1951 W. J. Lutes Co., Cleveland, | 200 White trucks and 92 80, 300 Do. 
| Ohio. | wreckers. | 


CONTRACTS ENTERED INTO BY STEG DIRECTLY WITH PURCHASERS 





| 


(‘) ..| Berger & Co., Pittsburgh, Pa..| Medical supplies--.- $1,740 | (1) (’). 
(1) | Paul Fabricant, New York, | Radio tubes , 44.100 | (1) (1), 
NW: Y. | 
(1) ...---| Electronic Center Co., New |.-.....-.-.- : aed - 36, 696 | () .-| @). 
| York, N. Y. } | 
(4). | Maspeth Teletype & Radio, | Teletype machines aA 1,030 | (#)_.-....| @). 
Brooklyn, N. Y. 
Feb. 21, 1951..| J. & L. Sales Co., Columbus, | Power units__. --. 224,034 | (')_. (') 
| Qhio. 
3 Jan. 18, 1951_._| Dadourain Export Corp., New | GI hats... ..__.- -4 1,600 | (@)_.-....j @. 
r | fork, N. Y. 
Jan. 16,1951__| Department of Sales (Kroll), | Tooth brushes 5,839 | @ 1) 
| New York, N. Y. 
Feb. 20, 1951 Metron,Inc., Chicago, Ill_ -. 2 dredging machines 13, 587 | (1) 0 


| Not available. 

Mr. Curtis. Continuing on the contract, there are certain things 
which were already discussed. This conditional sales contract, as L 
have described it, or the contract between our Government and STEG, 
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has certain conditions in it and we will discuss some of those. Par- 
ticularly what we are interested in is the recapture provision. There 
is a recapture provision, is there not / 

Mr. Monticonr. I believe there is. 

Mr. Curtis. There is also a provision that enables you to—— 

Mr. Monticonr. Could I qualify that statement ? 

Mr. Curtis. Yes. 

Mr. Monticonr. I do not know whether we twisted it around to 
our way of thinking on the recapture provision. I did not read it. 
personally, but our Legal Division said we did have a basis for recap- 
turing it legally. 

Mr. Curtis. When did they give you that opinion ? 

Mr. Monricone. I believe it would be around September—the latter 
part of August or the first part of September. 

Mr. Curtis. In other words, when you put this freeze on? 

Mr. Monriconr. That is correct. It was an informal opinion. 

Mr. Curris. There is provision there too, which permits you to 
freeze property, is there not? ‘That is another condition in this con- 
tract, is it not ¢ 

Mr. Monticonr. I do not think we have that power to do that. We 
need the full cooperation of the Germans, which they have been giving 
us. We need to go to the Bonn level for them to go to the STEG 
organization to freeze it. 

Mr. Curtis. Is there any provision in this contract that limits the 
purpose of the utilization of this material ? 

Mr. Monticone. Not that I know of, sir. 

Mr. Curtis. There is a provision, I believe you said, against the ex- 
porting of this material ? 

Mr. Monticonr. That is United States law which prohibited the 
import of surplus property. 

Mr. Lewis. Excuse me. I would like to make that clear, because I 
think I did not make it clear before. The export provisions to which 
I was referring a while back apply to over-all exports from Germany, 
in certain categories in which a good deal of this material would fall. 
it is not related to the direct STEG contract. 

Mr. Curtis. Then am I to understand this: The STEG contract, 
in order to get its full effect, must be read in terms of not necessarily 
contracts, but other regulations that the High Commissioner could 
impose. Is that a fair statement ? 

Mr. Lewis. It must be realized that there are export controls over 
certain materials many of which are in the STEG category, which 
are exercised by the Allied High Commission. 

Mr. Curtis. I am thinking in terms of powers here. I wish you 
would try to answer my question, if youcan. I said, then the contract 
with STEG must be read in the light of other controls that the High 
Commissioner has. In other words, he has additional powers beyond 
those that exist in this contract, which he could exercise, that would 
bear directly on the contract ? 

Mr. Lewis. Yes, sir. We have. 

Mr. Monticone. Yes. 

Mr. Curtis. Now, I presume this restriction against shipping behind 
the iron curtain would come in under that too, would it not? That 
is, not within this contract, but the other powers that he has? 
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Mr. Lewis. The question of shipping behind the iron curtain is part 
of the entire east-west trade control which we are trying to establish, 
or have established throughout Europe. 

Mr. Curtis. The next question I have in mind, because you have 
already testified that your contract does have a provision which gives 
you the right to audit STEG, is this: What is the purpose of that 
provision to audit if you have not got these clear provisions of recap- 
ture and freezing and controlling the purposes of utilization, and so 
forth ? 

Mr. Monticonr. Basically we do not have the right to audit. They 
owe us so much money for the surplus that has been turned over. 
Right now they are arguing about the amount they do owe us. 

Mr. Curtis. In other words, this contract is a lot easier than the 
contracts that were entered into in this country with our own citizens 
and our own institutions in regard to surplus property. Is that not 
a fair statement ¢ 

Mr. Monrticone. I would refer you to OFLC, for an answer. 

Mr. Curtis. You do not know the restrictions placed on the sale 
of surplus property to our own citizens and our own institutions over 
here ¢ 

Mr. Monticone. That I do not know, sir. 

Mr. Curtis. As a matter of fact, 1 might comment that this is a 
very loose contract, compared to those, if your testimony is descriptive 
of it. 

You testified at one time that there were $3,500,000 which was the 
cost to Dawson or his associates, or whatever corporation he is operat- 
ing under ¢ 

Mr. Monticonr. Let us see. I think I have his original contract 
here made with STEG. 

Mr. Curtis. I want to verify it. 

Mr. Monticone. Three million two hundred thousand dollars; and 
here is a copy of the contract. 

Mr. Curtis. Then you were asked what that value figure means, 
and you said you did not know. I would like to know why you do not 
know. 

Mr. Monticone. When you say “value” it is value of the contract. 
You mean as against the 21 cents? 

Mr. Curtis. Well, possibly. You do know, do you not, what 
$3,200,000 means ? 

Mr. Monticone. It was the purchase price of the property pur- 
chased from STEG. That I do know. I believe we did look at some 
figures in here on previous contracts which have been made by STEG 
and in conjunction with the Army we have ascertained they are below 
the 21-cents-on-the-dollar figure. 

Mr. Curtis. The purpose of your audit would be just that very 
thing, would it not? To find out what that $3,200,000 meant? Is 
that not the purpose of your audit? Yet, you told us you did not 
know what it indicated. 

Mr. Monticone. You mean the $3,200,000? 

Mr. Curtis. Yes. 

Mr. Monticonr. You see, that is purely a German function. We 
have turned over the property, and they owe us so much, and it is their 
internal problem on these contracts. 


82897—51—pt. 1 8 
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Mr. Curtis. What does your audit include? Are you a certified 
public accountant ? 

Mr. Monticone. No, sir. 

Mr. Curtis. Have you had any experience in auditing ¢ 

Mr. Monrrcone. Yes, sir. 

Mr. Curtis. What does this audit you are talking about include? 
What are you doing if you are not breaking it down to find out what 
that figure means? 

Mr. Monticoneg. The whole purpose of the audit is to find out the 
amount owed by the German Government to the United States Gov- 
ernment. 

Mr. Curtis. How can you possibly do it if you do not know what 
those figures mean? Why, you could say peanuts instead of dollars. 

Mr. Monricone. You asked me about the contract made with this 
German organization. 

Mr. Curtis. I am asking you on figures in the contract. When you 
are making an audit you are dealing with figures. 

Mr. Monticone. Yes, sir. 

Mr. Curtis. Do you go behind that figure? 

Mr. Monticone. Yes, sir. We are. 

Mr. Curtis. Then you will know what it is. 

Mr. Monticone. Yes, we will know. I thought you asked me did I 
know now. 

Mr. Curtis. I asked you that also. 

Mr. Monticonr. I am sorry, sir. 

Mr. Curtis. I asked you whether you did know and whether you 
will know, and I thought your answer to both was you would not know. 

Mr. Monticongr. Oh, no. I would know. 

Mr. Curtis. But you have not gotten that far? 

Mr. Monticone. No. We have not. 

Mr. Lewis. May I say something, Mr. Curtis? 

Mr. Cortis. Yes. 

Mr. Lewis. I believe as I understand it the purpose of the audit is 
to discover how much money is owed by the German Government to 
us for the material that was turned over in various ways by the United 
States Government. Now, this contract here, as I understand it, is 
a question of how much of that material was turned over by STEG 
which they had already gotten from the United States, to someone 
else. So that the purpose of the audit would not be to go behind what 
STEG had done, but simply to determine what STEG owes us. 

Mr. Curtis. In other words, you have not been interested at all in 
what STEG does? That does not make any difference to you people. 
Is that right? The High Commissioner, I mean. Let us see what 
he can say on that. 

Mr. Monticone. You mean in the purpose of our audit? 

Mr. Curtis. I am just talking generally and putting a general ques- 
tion. Is the High Commissioner interested at all in what STEG does 
under this contract ? 

Mr. Monticonr. I do not think we would have any official interest 
except to ascertain the amount that it owed the United States Gov- 
ernment and, of course, any claim which might arise in connection with 
the reacquisition of any property sold under contracts that were al- 
ready in existence. 
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Mr. Curtis. Even though you have a conditional contract and they 
— be doing most anything with this property? Some of that is 
military property, is it not ¢ 

Mr. Monricone. Yes, sir. 

Mr. Curtis. And you have no interest in what STEG has done with 
that property ? 

Mr. Monticonr. Yes. I think we would have an interest. 

Mr. Curtis. I think you have shown an interest by the fact that you 
have these contracts. I just do not understand why in one instance 
you tell me you have, and in the next instance when I try to get down 
to brass tacks on something, all of a sudden you have no interest. You 
stated that at the time of the freeze, in September, you just grabbed 
all of the property whether it was under contract or not. 

Mr. Monticone. Yes, sir. Whether it was paid in full or not. 

Mr. Curtis. And you testified, in answer to the question as to how 
all of this material got over into this country since the freeze and how 
it is still coming over—you said that is just stuff which was screened 
by the Army. 

Mr. Monrticong. Yes, sir. 

Mr. Curtis. In other words, you are saying if there is any material 
there that should not have come over, which could have been utilized, 
it is the Army’s fault through their inability to screen it properly. 
Would that be a fair statement ? 

Mr. Monticone. We were relying on the Army for their needs. 

Mr. Curtis. If there were any fault it would be the fault of the 
Army and not of the High Commissioner. I am not saying there is 
a fault but I am saying if there is a fault. Where does the authority 
rest? It rests with the Army on that, does it not ? 

Mr. Monticonr. I think he can answer that question. 

Mr. Lewis. We rely, you are right, on the Army to apprise the 
High Commissioner of what it is they need. 

Mr. Curtis. Yes. 

Mr. Lewis. And, having been told what it was they needed, we 
then allowed the freeze to be lifted. 

Mr. Curtis. You do not know how long a time the Army takes to 
screen this material, do you? Do you happen to know, or are you 
people interested to that extent ? 

Mr. Monrticoneg. I do not know. 

Mr. Bonner. That is not a fair question to ask him. 

Mr. Curtis. I am asking him if he knows. 

Mr. Monricone. We check back through my office with Colonel 
Willis, and Colonel Willis will check with the technical services. 

Mr. Curtis. But you yourself do not know ? 

Mr. Monticone. No; I do not. 

Mr. Curtis. Do you know when the Army finished their job of 
screening ? 

Mr. Monticonr. I believe they finished after the first freeze—they 
finished as of October 23, when they sent us an itemized list. 

Mr. Curtis. When did this material get shipped? Between Octo- 
ber 1 and 23? 

Mr. Monticone. That is correct. 

Mr. Curtis. How does that happen? I thought you said this was 
done after the Army screened it ? 
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Mr. Monrticone. Yes. 

Mr. Curris. That is the material that they already accomplished 
screening. 

Mr. Monticone. That was the material on which we relied on the 
Army, which they determined was not necessary for their requirements. 

Mr. Curtis. What I am getting down to its basically this: If some 
of this material come over to the United States and the Army bought 
it over here—which our information reveals they did in many in- 
stances—then it was the Army’s fault in their screening you would 
say. Is that a fair statement ? 

Mr. Monticone. We relied on the Army for the screening. 

Mr. Curtis. I have one final question, which is a minor one. You 
say you were told the reason they could not sell the trucks in Germany 
was because of the gas peek pres, and so forth. Is it possible that 
the real reason was they could get a higher price in the United States, 
particularly if the Army itself was in the market for buying them over 
here ¢ 

Mr. Monticone. I believe that would be correct, sir. As soon as 
the Kérean thing came in, the Army was in the market and prices 
of that stuff started to go up. 

Mr. Curris. And they might have been sold to the Army if the 
price had been low enough. Is that right? 

Mr. Monticonr. I do not know if I could answer that. 

Mr. Curtis. You do not know the economic situation then? 

Mr. Monticonr. No, sir; I do not. I am just in the fiscal office. 

Mr. Bonner. You spoke about being familiar with Mr. George 
Dawson’s activities. 

Mr. Monticone. Being familiar? 

Mr. Bonner. You spoke of knowing about him or having knowledge 
of him. 

Mr. Monticonr. We read once in the paper he was indicted for—— 

Mr. Bonner. You heard of him? 

Mr. Monricone. Yes. 

Mr. Bonner. Did you ever hear of Mr. Paul Griffith or Mr. Pol- 
letti? 

Mr. Monticone. Yes. 

Mr. Bonner. They have been active in endeavors. What is it you 
heard about them ? 

Mr. Monticoner. Mr. Polletti, I believe, is the attorney representing 
Trucks & Spares. 

Mr. Bonner. Oh, Mr. Dawson’s outfit ? 

Mr. Monticone. I believe so. 

Mr. Bonner. Is Mr. Polletti an American citizen? 

Mr. Monticone. Yes, sir. He was, I believe, former Lieutenant 
Governer of New York. 

Mr. Bonner. Who was he? 

Mr. Monticonr. Former Lieutenant Governor of New York. 

Mr. Bonner. And he is the attor ney who represents Dawson ? 

Mr. Monticone. He represents Trucks & Spares. 

Mr. Bonner. Is he the one who was Lieutenant Governor ? 

Mr. Monrticonr. Yes, sir. 

Mr. Bonner. What about Mr. Paul Griffith? 

Mr. Monticone. He represents Oakland Truck Sales. 
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Mr. Bonner. Who is he? 

Mr. Monticone. Mr. Paul Griffith, I believe, was a former assistant 
to the Secretary of Defense. 

Mr. Bonner. What? 

Mr. Monticone. Former Assistant Secretary of Defense in Charge 
of Administration, if I remember correctly. 

Mr. Bonner. What is his activity over there? 

Mr. Monticone. He came in with a Mr. Klein, and I believe a Mr. 
White, and that is all. He came in representing the Oakland Truck 
Sales trying to ascertain what channels they should follow in their 
claim on some half-tracks that have been reacquired by the Army. 

Mr. Bonner. Half-tracks reacquired by whom ¢ 

Mr. Monticonr. By the Army. 

Mr. Bonner. And they were interested in other surplus property of 
the German Government ? 

Mr. Monticonr. No. ‘They came into the office. I believe they 
bought this whole Rothenbach camp. 

Mr. Bonner. A whole camp? 

Mr. Monticone. Yes. 

Mr. Bonner. What was in the camp? 

Mr. Monticone. I believe I have it here, sir: 2,152 Cadillac motors ; 
1,588 half-tracks—of which I believe the Army reacquired 278; 3,046 
gummy tanks. I do not know what that is. 

Mr. Lewis. I believe that is a rubber composition tank. 

Mr. Monticone. They are not tanks. They are rubber treads. 

Mr. Bonner. Treads that go on half-tracks and trucks ? 

Mr. Monticone. That is correct, sir. 

Mr. Bonner. That is scarce material; is it not? It is rubber. 

Mr. Monticone. I would guess it would be. 

Mr. Bonner. Go ahead. 

Mr. Monticone. Eleven thousand eight hundred and twenty-eight 
assorted springs. 

Mr. Donouvr. What is the date of that contract ¢ 

Mr. Monricone. This one has October 1, but I believe they acquired 
this property way back in January of 1950. 

Mr. Bonner. What is the date on that? 

Mr. Monricone. | just happen to have this among my papers here 
and it is by STEG. I think it is just an evidence by STEG that they 
paid the $100,000 on this contract. 

Mr. Bonner. Was STEG doing that? 

Mr. Monticone. This was bought directly from STEG and not 
through Trucks & Spares. 

Mr. Bonner. Who bought it? 

Mr. Monticonr. The Oakland Truck Sales. 

Mr. Bonner. Who was there negotiating for the Oakland Truck 
Sales? 

Mr. Monticone. I would have to venture a guess on that. I believe 
it was a Mr. Klein. 

Mr. Lewis. This is not a copy of the contract, Mr. Chairman. 

Mr. Monticone. No, sir. 

Mr. Lewis. As I, with my limited German, can see. 

Mr. Bonner. Did you ever see Mr. Klein? 

Mr. Monticonr. Yes, sir. 

Mr. Bonner. Who is Mr. Klein? 
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Mr. Monticone. I believe he represented himself as the true owner 
of Oakland Truck Sales Co. 

Mr. Bonner. What is he doing over in Germany now ? 

Mr. Monticonr. He is trying to eifect a settlement with the Army 
on material which has been reaequired by the Army. 

Mr. Bonner. In what amount is that? Offhand. 

Mr. Monticone. That he is seeking ? 

Mr. Bonner. Yes. 

Mr. Monrticone. I believe $562,000. But, I think he has taken that 
back. 

Mr. Bonner. He has taken what back ? 

Mr. Monticonr. I think he came in with that and the impression 
was given he was asking a high price. 

Mr. Bonner. What was he first asking? 

Mr. Monticone. $562,000. I believe he is now resubmitting his 
claim. 

Mr. Bonner. What other operators are over there now? 

Mr. Monticone. There is a Lutes. 

Mr. Bonner. Who is Mr. Lutes? 

Mr. Monticone. I believe he is a purchaser of 

Mr. Lantarr. Trucks. 

Mr. Monticong. Yes. Trucks, I believe. 

Mr. Bonner. Who else? 

Mr. Monticonr. These are the only ones that came through our 
office with claims. 

Mr. Bonner. When did they first begin to show great interest in 
this? 

Mr. Monrticonr. I believe about the time the freeze started. 

Mr. Bonner. Since Korea? 

Mr. Monticonr. No. That would be about September 15. 

Mr. Bonner. Last year? 

Mr. Monticone. Last year. Yes. 

Mr. Bonner. Do you know when Korea broke out ? 

Mr. Monticonr. I do not remember the exact date. 

Mr. Bonner. About June of last year. So all the activity in your 
office has taken place since the United States Government became 
involved, has it not? 

Mr. Monticoner. Not in our office. 

Mr. Bonner. You just told me they came into your office since Sep- 
tember. 

Mr. Monticone. That is correct. 

Mr. Bonner. Then I say all of this great activity by American 
citizens interested in that property has developed since we encoun- 
tered trouble in Korea? 

Mr. Monticonr. The only ones we have seen in our office are the 
ones who came in to discuss claims arising under the reacquisition 
program. 

Mr. Bonner. You just mentioned that they are the ones who came in. 

Mr. Monrticone. With claims. 

Mr. Bonner. I said that. 

Mr. Monticone. They had already purchased the material and 
were complaining about the Army taking it and wanted settlement. 
That is right. 

Mr. Bonner. That is what I thought. 
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Mr. Monricone. Yes, sir. 

Mr. Bonner. Do you have any facts now of a great amount of them 
trying to get additional ? 

Mr. Monticong. You mean trying to purchase additional material? 

Mr. Bonner. Yes. 

Mr. Monrticone. I believe they are, sir. 

Mr. Bonner. All right. 

Mr. Dononvur. You were about to give an answer to one of Mr. 
Bonner’s questions regarding Dawson. You read about him in the 
paper ¢ 

Mr. Monticone. Yes, sir. 

Mr. Dononvur. And what was that newspaper article? 

Mr. Monvrcone. I believe that he was wanted by the British authori- 
ties for income-tax evasion, sir. The other time we had another com- 
munication was a warrant of restraint against any funds that may be 
coming to Mr. Dawson. I believe there have been two or three of 
those. 

Mr. Bonner. The British Government was asking you to assist 
them ? 

Mr. Monticone. No. Not the British Government asking us, but 
we read that ina newspaper. I read that personally myself in a news- 
paper. 

Mr. Bonner. Still, of course, he was going around and doing busi- 
ness with the High Commissioner right along? 

Mr. Monrticonr. No, sir. Not that I know of. 

Mr. Bonner. With STEG? 

Mr. Monticone. That I do not know of, sir. 

Mr. Bonner. Is there any Liechtenstein corporation doing business 
with STEG? 

Mr. Monticone. The only one I know of is this one. 

Mr. Bonner. How much did Dawson deposit on his option ? 

Mr. Monrticone. According to the contract here, $250,000. 

Mr. Bonner. What was the amount? 

Mr. Monticon. The amount of the total contract? 

Mr. Bonner. Yes. 

Mr. Monticone. I believe $3,200,000, and $250,000 represents a ter- 
minal bond to be paid at the end of the contract. 

Mr. Bonner. The total amount of his option represents how much 
material in actual cost to the United States Government, approxi- 
mately ? 

Mr. Monticone. I could not give you that answer, sir. 

Mr. Bonner. What percent? 

Mr. Monticonre. That I could not give you, sir. I could analyze 
the documents and give you that. 

Mr. Bonner. Is this material sold in tonnage lots? 

Mr. Monriconr. Here some of it is in tons and some in 

Mr. Bonner. Parts, assembled rear transmissions, wheels, and all 
were sold as ton shipments. 

Mr. Monticone. I have not analyzed the contract, sir. 

Mr. Bonner. All right, sir. Do you have anything further? 

Mr. Lantarr. Concerning these various people that are in your office 
now filing claims on the basis of our recapturing this material, what 
is the basis of their claim? 
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Mr. Monticone. That they were the contract owners and they have 
suffered damage, sir. 

Mr. Lanvrarr. What do they predicate their damage on? 

Mr. Monticone. We in our office do not go into that particular 
phase. That would be a problem for EUCOM to decide. 

Mr. Lantarr. Do you audit the claims? 

Mr. Monticonr. No. That is a ENCOM problem. The Army 
decides what the amount of the claim will be, and how much they will 
pay. 

Mr. Lanrarr. These people bought with knowledge of the Army’s 
right to recapture under the original contract ; did they not ? 

Mr. Monticone. I could not answer that question. I would need 
the Legal Division to answer that one, sir. 

Mr. Lantarr. I am very hopeful that no United States funds is 
paid out to these people by the Army or any other agency. At least, 
if they do, I think the Congress should be notified. 

With reference to your audit, you stated that your only purpose in 
auditing was to determine how much money STEG owed the United 
States Government. Is that right ? 

Mr. Monticone. That is correct. 

Mr. Lantarr. I would like to call attention to a document which I 
think would give you the basis for getting all of the information Mr. 
Curtis was asking for. This document is dated the 18th of Febru- 
ary 1948 and is signed “Erich Kohler.” The subject is “Implementa- 
tion of the Agreement Regarding the Sale of United States Army 
Surplus Property in Germany.” It reads: 

Pursuant to paragraph 5 of the agreement, I beg to report that the Economic 
Council has authorized the Department for Economics to charge in its name 
the STEG with the implementation of the agreement. 

That is the original agreement we are talking about. 

The STEG shall be the agency holding rigiitts of property, ete., of the goods 
to be transferred in conformity with the agreement. * * * The STEG shall 
assemble and provide the United States Government with the appropriate re- 
ceipts and maintain records of the disposition of the goods. 

It would seem to me that HICOG has every authority to go in at the 
time of this audit and expand its audit to acquire the information 
which the German Government stated they understand they are legally 
obligated to furnish. 

Mr. Monticone. According to what you have read. Yes, sir. 

Mr. Lanrarr. I show you this document because it furnishes you 
with the legal authority to get all the information this committee is 
asking for. 

Mr. Monrticong. Yes, sir. 

Mr. Lantarr. What, in your opinion, would be the effect of Mr. 
Secretary Pace’s freeze order of March 15? 

Mr. Monticone. You mean so far as the Germans are concerned ? 

Mr. Lantarr. Yes. 

Mr. Monricone. I think the Germans have cooperated 100 percent 
in the past, and I can see no reason at all why they should not now. 

Mr. Lantarr. You think that freeze order wili stop further dispo- 
sition of surplus property, and that efforts will be made to recapture 
that which is already under contract and has been left at Kitzingen ? 

Mr. Monticone. Yes. Kitzinger is just one of the depots. 
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Mr. Lantarr. Just so that HICOG knows, I think it is the desire 
of this committee that the request of the Secretary be interpreted in 
that manner. Am I correct? 

Mr. Bonner. Yes, sir. And the request, of course, was made on 
February 19. 

Mr. Lanvrarr. I would like to ask Mr. Lewis, at the time that he per- 
forms this liaison service for us with the MDAP people in State De- 
partment, to request them to bring a list of all equipment by type and 
make that is furnished or being furnished to the British Government 
under the MDAP program. 

Mr. Lewis. Yes, sir. I will so request. 

Mr. Lantarr. That is all I have. 

Mr. Bonner. Could you secure for the benefit of the committee, 
when you return, the information as to who Mr. Dawson’s associates 
and employees are? Could you secure that information when you re- 
turn to Germany ¢ 

Mr. Monticone. I imagine we could, with the various divisions. 

Mr. Lewis. I am not sure, sir, how much information we can un- 
cover, but we will uncover the maximum amount. 

Mr. Bonner. To be sure, your agency being there on the ground is 
familiar with all of these transactions, and having such a fine spirit 
of cooperation with the German Government, you should be able to 
get that information. 

Mr. Monticonr. I will bring that to the attention of our office, and 
Tam sure that they will dothat. 

Mr. Bonner. I would like for you to get it, and if you cannot get it, 
tell the reason why in a letter to the committee. 

Mr. Monricone. Yes, sir. 

Mr. Bonner. The committee will stand in recess until 2: 30 o'clock. 
Those witnesses who have been summoned or requested to be here and 
who have not been heard this morning will be heard this afternoon. 

(Whereupon, at 1:05 p. m., the hearing was adjourned until 2:30 
p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Bonner. The subcommittee will come to order. 

This is a continuation of the morning session of the Subcommittee 
on Surplus Property of the Committee on Expenditures, 

The next witness is Colonel Willis. 

Will you give your full name to the reporter, and your position? 

Colonel Wiis. Lt. Col. Jack E. Willis, General Staff Cor ps, Logis- 
tics Division, Headquarters, European Command. My position there 
is in the Distribution Section of the Supply Branch of the Division. 


STATEMENT OF LT. COL. JACK E. WILLIS, LOGISTICS DIVISION, 
HEADQUARTERS, EUROPEAN COMMAND 


Mr. Bonner. Colonel Willis, you were present this morning and 
heard the subject we were discussing ? 

Colonel Wiis. Yes, sir. 

Mr. Bonner. What directive did you receive or have you received, 
or do you have supervision over the screening of the property we have 
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under diseussion which is now in Germany and that has been in 
Germany ¢ 

Colonel Wituis. The answer to the supervision is “Yes.” 

Mr. Bonner. You have supervision ? 

Colonel Wiuu1s. The entire program has been my project since 
about August. 

Mr. igus When did you receive notice that property had been 
frozen 


Colonel Wits. Recently, sir. 
Mr. Bonner. When did you receive the first order, if we may call 


it that, from the Secretary of War, that this property had been frozen? 
Colonel Wuu1s. The initial freezing, sir? 


Mr. Bonner. Yes, sir. 

Colonel Wiiu1s. We did not receive any orders. I myself am the 
individual who took the action to initiate the freezing, through the 
proper channels. 

Mr. Bonner. Let us get that clear. It was stated here this morning 
that an order was sent. 

Colonel Wits. Recently, yes, sir; but I am talking about the first 
instance. 

Mr. Bonner. I understood that a directive was sent out in 1950 to 
freeze and screen the property we have under discussion. 

Colonel Wiis. A directive was sent to our Technical Services, 
and I wrote it, to survey this property; and, through my coordination 
with HICOG, I got their permission to place a freeze on this equip- 
ment. I initiated the action. 

Mr. Bonner. It was not initiated then from the War Department ? 

Colonel Wiu1s. No, sir; it was originated in my office. 

Mr. Bonner. What was the type of screening that you directed to be 
conducted ? 

Colonel Writs. I believe I have the original directive. 

Mr. Bonner. What prompted your freeze ? 

Colonel Wiiu1s. In August, another project with which I am con- 
cerned in logistics. I have the responsibility of the supervision of 
the German labor-service companies. I monitor the supply of this 
civilian organization. 

During August there was a certain reorganization decided upon be- 
tween Mr. McCloy and the commander in chief of the European Com- 
mand. This organization made a requirement for further supplies. 
We were short certain supplies, and I was trying to find a way to meet 
this requirement. 

At about the same time the Signal Corps, having certain shortages, 
submitted a letter which came across my desk wanting permission to 
buy from STEG certain equipment. The letter and the shortage in 
the labor-service units prompted me to think of the possibility of go- 
ing to the STEG depots and reacquiring certain former United 
States Army supplies. 

I raised this subject with my superiors and on or about August 15 
I was given permission to look into the matter to see what I could do 
with it. That was the starting point, sir. 

Mr. Bonner. You screened at that time for the Army requirements, 
or general requirements, or did you screen it merely for this German 
group that you mentioned ? 
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Colonel Wriuts. We screened for EUCOM, or Eurpean Command 
requirements. I had no knowledge of and, at that time, no specific 
interest in stateside requirements, or world-wide, because I had no 
knowledge of their requirements. I was trying to do my own job and 
as a result of it I looked into the STEG situation. 

Mr. Bonner. You merely screened it for the European Command 
of the Army? 

Colonel Wiuls. Yes, sir. 

Mr. Bonner. Not for all the services? 

Colonel Wiis. The European Command only. That includes 
Germany and what we have in the rest of Europe, not counting 
Austria. 

<7 Bonner. What standard did you use in screening, if we may 
ask ¢ 

Colonel Wiuuis. The factors which were pertinent included our 
own supply position. At that particular time we were long in some 
items and short in other items. One item specifically was two-and-a- 
half-ton trucks with which I was vitally concerned in connection with 
the labor service units. 

The other factor which was pertinent was whether or not the equip- 
ment was in such condition that it could be used or was economically 
repairable, measured against our requirements. 

Mr. Bonner. Do you have supervision over the reconditioning of 
equipment ? 

Colonel Wiiu1s. Not directly, sir. I am on the General Staff level 
and my job mainly is the planning and the coordination so far as STEG 
is concerned, with the technical services and HICOG, and all items 
funnel through my particular office. 

Mr. Bonner. You were screening for the European Command and 
the German labor groups? 

Colonel Wiiu1s. They are, in effect, a part of the European Com- 
mand. They are a civilian organization but for supply purposes they 
come under the European Command. 

Mr. Bonner. Who would have received the authorizations from 
Washington as to screening for the over-all picture ? 

Colonel Wiis. Such an order would have been directed to the 
commander in chief of the European Command or possibly to the 
Director of the Logistics Division. 

Mr. Bonner. Would it eventually come to you ? 

Colonel Wits. It would have had I been the officer selected for 
the job. 

Actually this STEG reacquisition is not a distribution function. 
It is more in the procurement area. I was the one who originated the 
idea and looked into it and, since I looked into it and became familiar, 
I have had the whole works. 

Mr. Bonner. That idea occurred to you in August because your 
supplies were not being shipped as liberally from the States at that 
time as they had heretofore? 

Colonel Witu1s. That is correct, sir. 

Mr. Bonner. On account of the Korean situation ? 

Colonel Wiiu1s. That is correct, sir. 

Mr. Bonner. Then you began to look elsewhere for available 
supplies? 

Colonel Wiiu1s. Yes, sir. 
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Mr. Bonner. Did the other services collaborate with you on that 
screening ? 

Colonel Wuxis. Do you mean the Army and the Navy? 

Mr. Bonner. The Navy and the Air Corps. 

Colonel Wiuuls. That is correct, sir. The Navy did survey and the 
Air Corps was conscious of the STEG situation and I believe they 
looked into some of their depots to find out whether or not there was 
anything they wanted. 

Mr. Bonner. That was for their immediate puTewe an supplies? 

Colonel Wits. That is correct, sir. The Navy surveyed certain 
boats and marine equipment whic h existed on the Danube River. 

Mr. Bonner. Did you ever hear of an order being directed from 
Washington that a general screening be conducted ? 

Colonel Wiis. In 1950? No, sir. 

Mr. Bonner. You never heard of it? 

Colonel Wituis. We were not directed in 1950, that I know of, 
to make any screening. 

Mr. Bonner. Or September 15, 1950? 

Colonel Wiiuts. Sir? 

Mr. Bonner. September 15, 1950. Did you hear anything about 
it ? 

Colonel Wits. To the best of my knowledge, there was no direc- 
tive from Washington other than that the Technical Services had 
been requested to return to the zone of the interior, or the United 
States, that equipment which they were short for Korea, or needed 
back here, if it could be spared. There was a compilation ‘of require- 
ments back here. There was no specific directive telling us to screen 


STEG — y: 


Mr. Bonner. You heard here this morning that there was a di- 
rective sent ? 

Colonel Wiiuts. Yes, sir; there has been one since. 

Mr. Bonner. Since? 

Colonel Wituts. Yes, sir. 

Mr. Bonner. Was it stated here this morning that a general direc- 
tive was sent out about that time? 

Colonel Wiiu1s. Sir? 

Mr. Bonner. Was it not stated this morning that a general directive 
was sent from Washington about that time? 

Colonel Wituts. Do you mean last August or September ? 

Mr. Bonner. Last September. 

Colonel Wits. I do not recolleer, sir. 

Mr. Bonner. You say you have a copy of the directive that you 
issued with respect to screening / 

Colonel Wituts. Yes, sir. 

Mr. Bonner. For your own immediate uses? 

Colonel Wiis. Yes, sir. 

Mr. Bonner. Have you received any directive at all as to the 
screening of the property in the over-all picture ? 

Colonel Wiuus. Yes, sir. 

Mr. Bonner. When was that received ? 

Colonel Wi111s. I saw it in the morning of the 7th of this month. 

Mr. Bonner. What action has been taken on that? 
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Colonel Wiis. I took this table and proceeded to HICOG in 
Frankfort, Germany ; discussed the situation with Mr. Monticone, who 
was here this morning, and Mr. Fletcher Mitchell who is his superior. 
At the same time we received another cable that an officer would be 
sent to Washington in connection with this investigation. It was the 
consensus of opinion that we should delay any specific action until we 
had the opportunity to come back here and discuss this problem be- 
tween the Department of the Army and the State Department and 
we answered the cable in that light. 

We did not specificaly take action because we did not think it 
feasible, on the 7th of this month, until after we had oriented our 
people here on the general situation. 

Mr. Bonner. Have you had any contact, or do you know any of these 
gentlemen who have been making frequent trips to Europe and Ger- 
many with respect to purchasing materials from STEG? 

Colonel Wiiuts. I have met some of these gentlemen; yes, sir. 

Mr. Bonner. Who were the ones you met, sir? 

Colonel Wituis. Last week, Thursday or Friday, I met Mr. Paul 
Griffith and a Mr. White from Pittsburgh. 

Mr. Bonner. We will take Mr. Griffith first. What was his con- 
versation with you ? 

Colonel Wits. He and Mr. White walked into my office and had 
a paper which they had prepared as a claim against the United States 
Army for certain equipment which we had reacquired. I looked at 
the paper and it totaled up to some $500,000 for 278 half-tracks, and 
2,700 springs, and 1,600 other springs which we had taken from their 
depot at Rothenbach, Germany. 

Mr. Bonner. Taken from whose depot ? 

Colonel Witxiis. Oakland Sales. They bought the contents of the 
depot from STEG. 

Mr. Bonner. They have a depot? 

Colonel Wiiuts. Yes, sir. 

Mr. Bonner. They have been buying from STEG and moving it 
over to their depot ? 

Colonel Wits. No, sir; they bought out a depot which contains 
Cadillac engines, half-tracks, springs, wheels, and that is about all. 

Mr. Bonner. They bought the whole thing? 

Colonel Wiiu1s. They bought the works. I have been to that depot. 

Mr. Bonner. Do you know when they bought it? Can you say 
when they bought it, approximately ¢ 

Colonel Wiis. I believe that these people had some sort of a deal 
quite some time ago. These people who travel over there are inter- 
national operators and they have many, many deals. Sometimes 
they are replaced by another deal, but I think originally they may 
have bought that as far back as perhaps a year ago or more. I have 
no reason to be intimately familiar with their contracts. My job 
basically was to get the material. 

Mr. Bonner. That was the Mr. Griffith who was spoken of here this 
morning ¢ 

Colonel Wi1uts. Yes, sir. 

Mr. Bonner. Who else? 

Colonel Wiiuis. A Mr. White; his first name I do not know. Mr. 
White is an investment banker of risk capital from Pittsburgh. 

Mr. Bonner. He is connected with the Oakland Sales ? 
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Colonel Wits. And I have also met Mr. Klein and a Mr. Rock- 
land. They are all associated. 

Mr. Bonner. Did you ever meet Mr. Polletti? 

Colonel Wits. Yes, sir. 

Mr. Bonner. What was the occasion ? 

Colonel Wiu1s. He is over in Europe, as I understand, as an at- 
torney for Trucks & Spares. However, he did not approach me on 
that basis. He approached me seeking information on whether or not 
the Ordnance Division would be interested in buying 1,300 European- 
type gondola cars which exist in Italy today. They are ‘approximately 
10-ton gondola cars. 

Mr. Bonner. Railroad cars? 

Colonel Wits. Yes, sir. I thought possibly we were interested 
so I proceeded with Mr. Polletti to the Transportation Carpe Division 
of our headquarters and introduced him to a certain colonel over there 
whose name I have forgotten, to discuss the matter with him. He has 
dropped in my office on two or three occasions. Apparently he is a 
commission salesman for various interests. 

It would appear that way. On one occasion he asked me if we were 
interested in purchasing 2,900 short-wheel-base GMC trucks, and I 
informed him that we were not. They apparently are trucks which 
belong to Trucks & Spares, and may or may not still be located in 
STEG depots, or they may be in other locations in Germany. 

Mr. Bonner. That is Mr. Dawson ? 

Colonel Wut1is. The Trucks & Spares, at one time, I understand, 
was owned by Mr. Dawson. 

Mr. Bonner. Did Mr. Polletti mention anything about a claim? 

Colonel Wixu1s. Mr. Polletti has never mentioned claim to me. His 
position was that of a salesman with something to sell back to the 
Army. He said he was patriotic and would like to see the Army get 
these things if they needed them rather than have them go some- 
place else in the world. Specifically, he mentioned a la-type 
cars in Italy, and 2,900 trucks, and he also had discussions with a 
Colonel Burbank who is head of the Supply Branch of the Ordnance 
Division trying to negotiate a contract to rehabilitate certain quanti- 
ties of trucks which we had already acquired from STEG, 

Apparently the negotiations fell through because the interests he 
was representing apparently charged too much money and we were 
able to find another factory which would do it somewhat cheaper. 

Mr. Bonner. So the high command in Europe was not interested 
in the over-all picture at all but were only interested in their own 
needs ¢ 

Colonel Wixu1s. I would not want to say directly the high com- 
mand was not interested. I think we are all interested in the over-all 
needs, but in the performance of my duty, I was trying to do my own 
work, which was quite considerable, and I have all I can do to keep 
up with it. Being the one individual who handles—— 

Mr. Bonner (interposing). You initiated the idea yourself, for 
your own necessities, the high command paid no attention to it ? 

Colonel Wiis. It is correct, sir, that I initiated it. 

Mr. Bonner. The high command, of course, knew we were trying 
to equip an Army in Korea, in the Pacific, and did not become cogni- 
zant of the fact that there was a limitation here until their own 
supplies began to fail to meet the requirements, and they took no 
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steps then, the high command, to screen this property for the over- 
all national interests ¢ 

Colonel Winxis. Some steps were taken between services, through 
technical channels. Specifically, the Ordnance Division did check 
through Ordnance channels with Ordnance in Washington to deter- 
mine whether or not they were interested in 2,200 Cadillac engines 
in a field at Rothenbach, Germany. That is one item. 

Mr. Bonner. What did you say? 

Colonel Wiiuis. Washington had no interest in that particular 
engine. It is obsolete and fits nothing that we have now. We like- 
wise had no interest in that particular engine. We had no require- 
ment for it. 

Within Signal channels, as the STEG development grew up, the 
Signal people informed our Signal people in EUCOM that there was 
a = teri of cable and wire throughout the world, and they wanted 
to know if any was available over there. As a result of this coordina- 
tion between the two services, Signal in Washington and Signal in 
EUCOM;, we did freeze and are now currently in the process of taking 
back a very large quantity of spiral-four cable. That is communica- 
tions cable. 

Those are items of which I have personal knowledge and it may 
be possible that certain other items have been discussed within tech- 
nical channels. 

In addition to that, action originated in Washington requesting 
EUCOM to freeze certain ball bearings of American origin now 
existing in the town of Neuaubing, Bavaria. 

Mr. Bonner. When did that originate? 

Colonel Wits. That originated about a week ago, sir. 

Mr. Bonner. Was there any discussion in the high command with 
respect to the freeze that was issued here in America last August or 
July? 

Colonel Wiis. Sir, I do not know. I am a staff officer and am 
working by myself most of the time and am not in on policy matters. 

Mr. Bonner. Do you know that that did take place? 

Colonel Wutu1s. I do not know, sir. 

Mr. Bonner. From your information, it did take place? Surplus 
properties were frozen and orders sent out to screen, in General Serv- 
ices and elsewhere. It is very interesting to this committee. We have 
officials in Europe. This country gets into a difficulty that will tax 
the civilian population and has already taxed the civilian population, 
and a part of our national defense system pays no attention to it. 

Yet business people from America go abroad and enter into vast 
transactions, and are known and recognized by you and others. You 
know what their purpose is. We thought that this material was given 
to these countries for rehabilitation in every respect. 

Now we find these people bringing it back here and selling it at a 
fabulous price. It is interesting to us as representatives of the tax- 
payers of the country to understand what the officials of the Govern- 
ment have been doing all this time. 

Colonel Wirx1s. Sir, I can amplify that situation somewhat. I per- 
sonally have been in most of the STEG depots, and possibly later on 
in the afternoon I can show you photographs of equipment that exists 
in those depots. 
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Much of the equipment which exists in those depots—in fact, all 
of the equipment in those depots—to begin with, is about 8 years old. 

yeaking from an engineering v iewpoint, the metal is not what it was 
a nit was new. It is overage; it is crystalizing; and actually much 
of this equipment is junk. 

From our viewpoint, it is not economic, in many instances, to re- 
habilitate this equipment. Some of this equipment which, to us, is 
not economic to rehabilitate, is bought by these interests in America 
who ship it back here, disintegrate it—that is, break it down into 
parts—sell the transmissions, the rear ends, the axles, and what have 
you, to the American public and possibly to the Army. 

There is a demand, I understand from my conversations with these 
various dealers, for such things as transmissions and all that sort of 
thing, within the civil population of the United States. There are 
many people who have former Army trucks and equipment who will 
buy this equipment. 

It is not now manufactured, it is difficult to get, and I understand 
there isa terrific profit on such things as transmissions and differentials 
when brought back here to America to sell to civilian users. 

For instance, I have been told by one of these dealers that a differ- 
ential for a GMC truck will bring $1,000 delivered in America, due 
to the current shortage of that particular item among the people who 
own GMC army trucks. They buy this, maybe, for $15 m Germany, 
and make $985. 

It is the same with a transmission. However, it is not economic 
for the Army. We are not in the junk business. It is not economic 
for us to break down combat-wrecked vehicles and take out transmis- 
sions, differentials, axles, and other things. However, we have, to a 
certain degree, in the STEG program, taken back equipment for that 
specific purpose. 

Mr. Bonner. There were plenty of civilian employees available to 
make recovery of such articles? 

Colonel Wits. We, ourselves, did take that equipment that we 
felt would fulfill our own requirements. 

Mr. Bonner. In one instance over there, I saw what was going on 
along that line. You felt you were accomplishing something there. 
However, you must have been just scratching the surface. 

Colonel Winxts. We are rehabilitating certain things to the extent 
we feel necessary to meet our EUCOM requirements. 

Mr. Bonner. Your EUCOM requirements are theater require- 
ments ¢ 

Colonel Winuis. That is correct. 

Mr. Bonner. They are larger than your present armed force in 
Europe? 

Colonel Wiiuis. The Technical Services have made the decisions 
as to what they require. I presume they have run their stoc ‘k record 

cards through their machine records and determined their stock levels, 
alll against those stock levels they have decided what they should 
retrieve from STEG assets. 

Mr. Bonner. Your European Command is not a peacetime estab- 
lishment ? 

Colonel Wiis. No, sir. 
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Mr. Bonner. In other words, it was easier for you to get new 
materials shipped to the European Command rather than try to 
recover the stock? 

Colonel Wuux1s. I do not believe that is correct, sir. 

Mr. Bonner. According to your own statement, you did not try to 
recover materials until you did not get it from America. 

Colonel Wits. Sir, we had no authority and we could not get 
equipment from former surplus supplies. 

Mr. Bonner. Did you ask for any authority ? 

Colonel Winuts. Yes, sir. 

Mr. Bonner. And it was denied you? 

Colonel Wiis. It was not exactly denied, but it took a bit of time 
before we were able to get the proper authority. 

Mr. Bonner. When did you first ask for authority ? 

Colonel Wiiuts. I believe it was the 21st of September 1950. I did 
receive authority on the 23d of October 1950. 

Mr. Bonner. That was about 3 months after the Korean outbreak ¢ 

Colonel Wits. Yes, sir. 

Mr. Bonner. And you finally got the authority when ? 

Colonel Wituis. We received a cable on the 23d of October 1950 
from the Department of the Army, authorizing the Army to proceed 
to reacquire certain properties in STEG depots. In conjunction with 
that, parallel instructions went out from the State Department in 
Washington to the High Commissioner in Germany. They were 
almost identical cables. They had to be coordinated on both ends. 
Prior to the final authority we had in Frankfurt a 6-hour telecon 
conference with representatives of EUCOM and representatives of 
H1ICOG in Frankfurt and on the Washington end we had representa- 
tives of the State Department, the Bureau of the Budget, the Treasury 
Department, and the Department of the Army. 

Mr. Bonner. And none of them were interested ? 

Colonel Wutuis. Yes, sir; they were interested; but there were cer- 
tain fiscal things, certain laws, rules, and regulations, which created 
certain difficulties which had to be overcome. I believe there was a 
ruling that prohibited the repurchase of certain former Army supplies 
or equipment. It had something to do with the Department of Com- 
merce. 

On the 9th of September 1950 a letter was written in Washington 
rescinding Army Regulation 72-5, which prohibited the repurchase 
of former surplus property. This letter set the policy on the re- 
purchase by stating that theater commanders could purchase former 
surplus property when this matter had been decided upon and ap- 
proved by the theater commander, the deputy theater commander, or 
his chief of staff in person. That was our first authority to buy back 
former surplus property. We then did get special permission from 
the Army and State Department to go in and take back this STEG 
property. 

The ultimate payment for it will probably be worked out in the State 
Department by State Department people, or the credits for it. 

Mr. Bonner. Did you come in contact with Mr. Dawson ? 

Colonel Wuaas. I have never met the gentleman, but I have heard 
lots of him. 

Mr. Bonner. Did you meet any representatives ¢ 
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Colonel Wrtu1s. That is hard to say, sir. I understand now that 
Mr. Dawson is out of the company, Trucks & Spares, Inc. If he is 
still in that company and Mr. Polletti is the representative of that 
company, then I have met a representative of his. If he is no longer 
associated, I have not met any of his representatives. 

Mr. Bonner. Have you ever visited the headquarters of STEG ? 

Colonel Wiis. I have been in almost all STEG installations. 

Mr. Bonner. I mean their office building. 

Colonel Wixuts. I have been in their office at 43 Marien Strasse, 
Stuttgart, Germany. 

Mr. Bonner. That is where Mr. Dawson’s operation was located ? 

Colonel Wits. I am not aware personally that Mr. Dawson has an 
office in that building. 

Mr. Bonner. Trucks & Spares was located there ? 

Colonel Wiiuis. I thought they had their main office in Frankfort. 
I have never been to their main office, but that is my understanding. 
It is very likely they could have a liaison representative at Stuttgart, 
but I do not know. I am not aware that they had an office in Stutt- 
gart. 

Mr. Bonner. Did you hear the list of materials, that had been 
bought and shipped back to this country, that was read this morning ? 

Colonel Wiiuts. Yes. 

Mr. Bonner. What is your opinion ? 

Colonel Witu1s. Most of those items in that list I personally checked 
and personally released after checking with the Technical Services 
of EUCOM. It was at the request of HICOG, the Office of Occupa- 
tion Requirements, OEA. That is the office which authorized the is- 
suance of the export license. 

There is a further control. If it is an item coming under Law 24— 
if it is an item of military value—it has to ge through the Military 
Security Board for clearance for resale, within or without Germany. 

Mr. Bonner. How long have you been in your position in the Eu- 
ropean theater ? 

Colonel Wits. I have been in the European theater 18 months; I 
have been in my current staff assignment since the 5th of June 1950. 

Mr. Bonner. You have been in your current assignment since the 
5th of June 1950? 

Colonel Wits. Yes, sir. 

Mr. Bonner. Previous to that, were you in any capacity connected 
with the European Command ¢ 

Colonel Witxts. I was assigned at Hanau Signal Depot, Hanan, 
Germany, for a period of about 9 months. 

Mr. Bonner. What was the date of that assignment ? 

Colonel Wiiuts. I was assigned there from the 26th of August 1949 
until the 4th of June, inclusive, 1950. 

Mr. Bonner. What were your duties there? 

Colonel Wits. My duty there was purely military. I had charge 
of training. 

Mr. Bonner. Did not have what? 

Colonel Wiis. My job there was basically training officer at 
Hanau Signal Depot. I had charge of all post activities with the ex- 
ception of the operation of the depot. 

Mr. Bonner. That was the depot supplying the European theater ? 
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Colonel Wiuu1s. That was the signal depot there, yes, sir, but I had 
no connection with the operation of the depot. I was on the troop side 
of the picture at that time. 

Mr. Bonner. Was there any surplus property stored there ‘ 

Colonel Wit11s. Do you mean at that time or now, sir? 

Mr. Bonner. At that time. 

Colonel Wixuis. At that time there was none of it there. 

Mr. Bonner. Has there been any stored there since ? 

Colonel Wiis. Some of it that has been reacquired has been 
brought into Hanau Signal Depot. At the time I was there, we were 
reprocessing tremendous quantities of signal equipment which had 
been packed and crated and landed among the Normandy beaches. 
We were unpacking it, rehabilitating it and putting it back in our 
stocks. I know that although I did not work in the depot. 

Mr. Bonner. You have, however, inspected all the materials? Do 
we understand that you and your aides have screened all materials 
returned to this country since last June? 

Colonel Wiiut1s. I will not say we have screened all of it, but we have 
screened the majority of it. ‘The reason for that is, in the original 
screening, due to the economic complications upon STEG and other 
reasons which probably can best be explained by my counterpart from 
HICOG, they did not desire us to continue the freeze for too long a 
period. 

There are, in the STEG organization, nearly 3,000 people. When 
we put them out of work, somebody has to pay their wages or assume 
the responsibility for damages and claims. 

Mr. Bonner. Three thousand people where ? 

Colonel Wiiuts. In the STEG organization. There are 3,000 em- 
ployees, so consequently HICOG and the German Government did not 
wish that we continue the freeze any longer than necessary. 

In view of that, there was an agreement between my superiors, the 
Deputy Director of Logistics, and the Director of the Fiscal Services 
Division, HICOG, that we could have approximately 45 days to com- 

»lete our survey of the STEG depots. The survey was a tremendous 
job. With the means available to us, we covered it the best we could. 
We covered the major items. We also left the door open to go back 
at a later date and freeze further items that we desired or found out 
later we desired. 

We have continually, from that period of the original freezing on, 
from time to time, gone in with further lists and frozen. 

We also had another working agreement with HICOG and that was 
to the effect that certain small freezes I could personally arrange with 
STEG officials in Stuttgart. If it was of a major quantity, it was 
desired that I would go through HICOG with it, who in turn would 
go through the Bonn government, and then in turn to STEG. 

Specifically, 14 Diamond-T trucks, I would handle direct with 
STEG;; several thousand rolls of spiral-four cable would go through 
HICOG, It was a working arrangement. 

Mr. Bonner. You have never seen any of these trucks that have 
been repaired and brought up to operating standards, have you ¢ 

Colonel Wir11s. Do you mean by the Army ? 

Mr. Bonner. Those that were bought from STEG. 

Colonel Witu1s. Do you mean by the Army or by Americans ? 
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Mr. Bonner. By American purchasers. 

Colonel Wiruis. I have not seen any trucks that have been bought 
by American purchasers. JI have seen trucks bought by Germans 
within the German economy, and they can be seen daily upon the 
roads of Germany. 

Mr. Bonner. How do they operate ? 

Colonel Wixuis. They seem to operate well. However, the Germans 
do not like our vehicles. They are too expensive in gasoline. Gen- 
erally speaking, they convert them to Diesel, putting in German 
Diesel engines and they do that to much of our equipment. Gasoline 
is rationed, it is hard to get and is very expensive. They use cheaper 
fuels. 

Mr. Bonner. A lot of this equipment bought through STEG is 
sold in ton lots, other than trucks; spare parts, units, and so forth ¢ 

Colonel Wiiu1s. That is correct. It is. It is sold as scrap, for 
instance. So much in a bulk lot at a certain depot. 

Mr. Bonner. It has been boxed and prepared for long keeping, has 
it not? 

Colonel Wittis. It has not, sir. Much of it is out in the open and in 
the elements. 

Mr. Bonner. Some of it was in its original overseas packing, was 
it not? 

Colonel Wiis. A very small percentage, I would say. 

Mr. Bonner. Of course, we have testimony here from purchasers. 

Colonel Wits. I have seen it. I have been there and that is my 
opinion. 

Mr. Bonner. Do you have any questions, Mrs. Harden ¢ 

Mrs. Harven. Colonel Willis, you spoke a moment ago of some 
photostats. Could the committee see those? I believe it was photo- 
stats of equipment. 

Colonel Wiruts. Pictures of vehicles, half-tracks and Cadillac 
engines at depots. I have the negatives, and prints are currently be- 
ing made large enough for use here. I did not bring the prints. I 
only brought the negatives. They may be here later this afternoon. 

Mrs. Harven. Will you supply the subcommittee with those photo- 
graphs then? 

Colonel Wiis. I will be happy to when they arrive. 

Mr. Bonner. Speaking of half tracks, and the claim that you dis- 
cussed with one of the American representatives, it seems they have a 
pretty high value. 

Colonel Wiiu1s. In answer to your question, when they came to my 
office the other day, I told them it was fantastic. I asked the banker 
if his conscience did not bother him when he bought a half track 
for $22 and hoped to stick Uncle Sam $1,790 for it. 

Mr. Bonner. With the approval of the Chair, we have requested 
Mr. Lantaff to send a letter to the High Commissioner asking that he 
keep this committee informed of all transactions with these repre- 
sentatives of American buyers who are there negotiating claims or 
presenting claims, and as to the negotiations, and what he proposes 
to pay, or any payments he might make, or recommend. 

With the approval of the committee that will be ordered. 

Colonel Wituis. I would like to amplify the half-track situation. 
At Rothenboch, Germany, there were 1,498 half tracks, of which we 
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took 278. They have been demilitarized. The armor plate had been 
removed. We desired a small fraction of the over-all quantity to take 
back into our system to be dismantled and used for spare parts and 
that is the reason that we reacquired these 278. 

In addition to that, we are in the process of acquiring 25 more 
of a slightly later model from a Mr. Lutes, who owns them outright. 
I made arrangements last week to buy these for a certain sum of 
money from Mr. Lutes. 

Mr. Bonner. What is the sum of money? 

Colonel Wiiu1s. $90 each, payable in D-marks. 

Mr. Bonner. What did he pay for them? 

Colonel Wiis. He, in that instance, probably paid in the neigh- 
borhood of $40 to +50 each and he has had several trips over here 
because of the freeze and other things, which would make up over- 
head charges and costs. 

Mr. Bonner. A lot of the equipment used for housekeeping you use 
generally in the European Command, do you not ? 

Colonel Wituis. Yes, sir. 

Mr. Bonner. That, of course, is different from combat equipment ? 

Colonel Wiiuts. Yes, sir. 

Mr. Bonner. Do you try to recover any of this surplus property 
for housekeeping equipment ? 

Colonel Wituis. We certainly did, sir. 

I assume by “housekeeping equipment” you mean steel cots, blankets, 
sheets, pillows, and so forth ? 

Mr. Bonner. Trucks and automobiles that are just used generally 
around a base. 

Colonel Wiis. Housekeeping items, generally speaking, are non- 
existent because they were the items short in the Germany economy 
immediately following the war and they have gone. Beds, blankets, 
mattresses, pillows, sheets, pillow cases, and items of that sort; they 
do not exist any more in STEG depots and did not last August and 
September. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Colonel Willis, I would like to commend you for tak- 
ing the initiative in recapturing this equipment which can be used in 
our current effort. I think you are probably the only one who has 
exercised any initiative along that line and I think you should be 
commended for it. ’ 

The statement has been submitted to this committee that in connec- 
tion with export controls HICOG does not permit any of these vehicles 
to be exported from Germany until the Army determines them to be 
not usable for Army purposes. 

Now “Army” refers not to the Department of the Army, but 
EUCOM? 

Colonel Wiiu1s. That is correct. 

Mr. Lanvrarr. The only string, as Mr. Bonner mentioned, from the 
standpoint of EUCOM, is to determine whether or not there is any 
need in EUCOM for those particular items for which export licenses 
are being sought. Is that correct ? 

Colonel Wixuis. Iam sorry. Perhaps I did not follow your ques- 
tion. 
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Mr. Lantarr. Your only criterion in issuing this export license, 
is to determine that a certain item of equipment can or cannot be used 
or is or is not needed in EUCOM? 

Colonel Wiiu1s. That is right. 

Mr. Lantarr. Have you at any time received from the Department 
of Defense, or the Department of the Army, a list of materials which 
are in short supply insofar as current mobilization efforts are con- 
cerned ? 

Colonel Wixu1s. I personally have not received such a document, but 
I became aware of the fact yesterday that several months ago from 
Washington, lists of equipment in short supply were forwarded 
through technical channels, I believe, to the Technical Services, so 
that they could return to the Z. I. any equipment which was not needed 
in the field. 

Mr. Lantarr. That would just be surplus items within the service 
itself, within the command ? 

Colonel Wiiuts. That is correct. 

Mr. Lanvarr. If any service wanted to recapture any of the STEG 
equipment they could have gone through you for that purpose ? 

Colonel Wiuis. I would have coordinated ; yes, sir. 

Mr. Lantrarr. Have any of the services gone through you, inde- 
pendently, in the attempt to recapture equipment ? 

Colonel Wit11s. What services do you refer to? 

Mr. Lantarr. I mean Ordnance and Signal. 

Colonel Witats. In EUCOM? 

Mr. Lantarr. I mean in Washington. 

Colonel Wiiuis. I want to change my answer to that question. 
They would not go through me. They would probably write a com- 
mand letter through channels and it would eventually end up on my 
desk and I probably would process it because I am the only one in 
the division who is reasonably familiar with the STEG operation. 

Mr. Lantarr. And if it was to be acquired from STEG, you would 
do that ? 

Colonel Wii11s. I would do it if such a paper came in. I would 
get the action on it. 

Mr. Lantarr. Now, for example, on these assembled axles, we know 
from testimony before this subcommittee that those are critical items 
in this country and there seems to be a ready sale market for those. I 
think I am correct in stating that some of those were in fact re- 
quired by the Detroit tank people. 

Have you received any directive or advisory from the Department 
of the Army or the Ordnance Department of the Army here in Wash- 
ington to the effect that there is a need by the Defense Department 
for these assembled axles? 

Colonel Wiiuis. I personally have not. It may be that through 
ordinary technical channels as differentiated with command channels, 
there may have been coordination between EUCOM Ordnance and 
Department of the Army Ordnance. I do know that was done spe- 
cifically in the case of the 2,200 Cadillac engines. 

Mr. Lantarr. That would only pertain to surplus within the com- 
mand itself, and not to assembled axles which might be available at 
STEG. Is that true? 
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Colonel Wiis. No, sir; I do not believe so. I am not aware of 
all that has taken place in technical channels. I am aware of the fact 
that the Signal Division, Washington and EUCOM have had some 
talks or service communications between their respective divisions. I 
am also aware that ordnance has done it to some degree. To what 
degree, I do not know. 

If they had communicated with EUCOM through command chan- 
nels, then the letter would have come to the Logistics Division and I 
would have gotten the action. 

You see, there is a formal way of doing it in command channels 
and the informal way on a working level, with Technical Services. 

Mr. Lantarr. So that ordnance may have acquired some axles from 
STEG? 

Colonel Wii1is. Without my knowledge, yes. But if it came 
through command channels in the form of an official cable release or 
a command letter, I would have gotten the action on it. 

Mr. Lanrarr. Are you familiar at all with the MDAP requirements 
in Germany ¢ 

Colonel Wuu1s. To a slight degree, merely because I associated with 
officers who worked on those things and I heard certain talk about 
MDAP requirements. I do not know too much about it. 

Mr. LantarF. It is not a part of your official duties to be concerned 
with the logistics? 

Colonel Wuu1s. I only know what I have gleaned from working in 
the same room or overhearing conversations which were none of my 
business. 

Mr. Lantarr. Your official duties do not require that you concern 
yourself with the logistics of the MDAP program / 

Colonel Witu1s. That is correct. 

Mr. Lanrarr. Mr. Bonner mentioned that we had evidence before 
this committee that certain of these assembled axles returned to 
this country were returned in the original packing cases that they 
were sent over in. Do you know whether there are still assembled 
axles in the depots over there which have not been unpacked ¢ 

Colonel Wi1u1s. I do not believe so. 

My personal inspection was limited to a tour of some 10 or 12 STEG 
depots traveling nearly 1,500 miles in 6 days, and I walked through 
buildings looking to the right and to the left. In perhaps each build- 
ing I spent 5 to 10 minutes I did that so that I would have from my 
level, a working knowledge at least, for coordination purposes, some 
concept of what the situation was on the ground. I have been through 
most of the STEG depots. 

I would like to add one point. In the beginning of the STEG 
reacquisition in the middle of August, in the initial action, I held a 
meeting and had the technical services send their representatives down 
to Stuttgart with the thought in mind that the STEG had central 
records there and that we could look at their records and determine 
what they had in their depots. When our representatives got down 
there and told STEG what they wanted, they found that STEG 
did not have central records. Each depot keeps its own records, as I 
understand it, and, in addition to keeping the records, they naturally 
are kept in German, so it is rather difficult for us non-German-speaking 
people to look at records such as they keep and understand them. 
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When that happened, which was before the freeze was put on, we 
tipped our hands, so to speak, as to our intentions. 

Immediately following, tremendous activity took place within the 
STEG organization and these international operators to remove phys- 
ically from STEG depots everything they could. 

I do know, as I was told by the Ordnance representatives that con- 
siderable amounts of Ordnance spare parts for vehicles were removed 
during the month of August, somewhere into the British zone. They 
were physically removed from the STEG depot near Mannheim, 
Germany, large quantities which Ordnance really wanted to get. 
Up to that point we had no authority. 

Mr. Lantarr. That was in August? 

Colonel Wiis. That was in August, before we had our authorities 
step in. A period of roughly 6 weeks elapsed. From about the 10th 
of August until, I believe it was about the 15th of September, a month, 
elapsed when we had no effective control or freeze on this equipment 
because we did not have the authority. We were searching into the 
problem. 

Mr. Lanrarr. Did you recapture, or were you able to recapture any 
of that equipment which had been taken into the British zone? 

Colonel Wiis. We did not, because frankly we had our hands 
very full with our immediate problem of completing our survey 
within the period specified to be fnished by the 31st of October. Our 
agreement with HICOG was to present our inventories of the items 
which we wanted. 

Mr. Lantarr. You mentioned that great qunantities were taken 
from STEG depots and stored in the British zone. Could you fur- 
nish the subcommittee with any more accurate estimate than the term 
“creat quantities” ? 

Colonel Wiis. To answer your question, no; but basically I was 
told by Ordnance representatives that large quantities of spare parts 
were moved out during that period before the freeze. According to 
their understanding from people working around STEG depots from 
whom they had gotten this information, they had been shipped into 
the British zone some place. 

Mr. Lantarr. You do not know where or in what quantities? 

Colonel Wixuts. No. 

Also, it was reported to me that tremendous activity took place 
and that four or five times the quantities were shipped out during 
that particular period as had been the average quantities shipped 
during preceding months. 

Immediately upon our indication of our desire or intentions, tre- 
mendous activity began to take place. Then when we put our freeze 
on, then we stopped it. Also during that period, I believe some of 
these operators firmed up various contracts which are dated along 
about August, maybe September, and so forth. : 

We finished our inventory as best we could under the time limit, 
as complete as we could, and turned it over to HICOG, on November 
1, and immediately thereafter they turned that over to the Bonn gov- 
ernment, who in turn sent it down to STEG. At that time STEG 
was told that the equipment remaining after our freeze, and ear- 
marking and segregating of this equipment, that as for the balance 
of the equipment they were free to sell. 
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In other words, they began their operations again. We put them 
out of business for approximately 1 month. 

We also notified the Bonn government, through HICOG, that they 
would be subject to our reentry into their depots to get further things 
for EUCOM that we needed; more supplies and equipment. We have 
done that almost continually since then. 

In fact, we currently have Army officers stationed at STEG depots 
who are supervising the operation of picking up, documentation and 
shipping to our own installations out of these STEG depots. 

Mr. Lantarr. Do you know whether or not these surplus items that 
were shipped into the British zone were sent to an area known as “No. 
11 Vehicle Park VORDEN, near Osnabruck, ‘A’ Vehicle Park Bahr- 
enfeld Hamburg”? 

Colonel Wituts. I only heard a lot of this material had been shipped 
into the British zone some place. 

Mr. Lantarr. You mentioned that the first screening order you 
saw was March 7. What was the date of that screening? 

Colonel Witui1s. The date of that cable was the 6th of March. It 

‘ame in our headquarters on the morning of the 7th. 

Mr. Lantarr. What was the content of that cable? 

Colonel Witus. The gist of it was to freeze all equipment in STEG 
depots. 

Mr. Lantarr. To freeze all equipment in STEG depots? 

Mr. Suacketrorp. Colonel Hutchinson is here, Mr. Lantaff, and he 
will be able to testify specifically as to that cable. 

Mr. Lantarr. What action did you take on March 7, after receiv- 
ing this directive from the Department of the Army? 

Colonel Wiiuis. I saw that cable about 9 o’clock in the morning. 
Then I saw the other cable that an officer should come to America for 
the purpose of testifying before this committee. I took both cables 
and arranged for transportation and proceeded to Frankfort, which 
is about 60 miles from Heidelberg. 

Mr. Lantarr. Did you actually do anything about notifying STEG 
or the High Commissioner’s oflice of this directive? 

Colonel Wits. Immediately I got on the telephone and talked 
to my working partner. ‘Then these were classified cables and I could 
not talk too freely over the phone, so I told him I would be down that 
afternoon and discuss it, which we did. We discussed the cables and 
based on our discussions, we prepared an answer back to the Depart- 
ment of the Army, on those cables. 

Mr. Lanrarr. That was the first directive you had received from 
Washington with reference to the recapture of all surplus property ? 

Colonel Wiiu1s. That was the first official directive. 

Mr. Lanrarr. You have heard the Secretary testify this morning 
about an order that was issued yesterday ¢ 

Colonel Writs. Yes; I know about that. 

Mr. Lantarr. Would there be any necessity for the issuance of any 
further directives or orders to freeze this surplus property at STEG, 
after the directive of March 6 was carried out ¢ 

Colonel Wixuis. Yes, sir; because in my opinion, and in the opinion 
of Mr. Monticone and Mr. Mitchell, we deemed it better not to take 
action on that cable last week, until after we had come to America 
and discussed the over-all situation with our counterparts here in 
Washington. To begin with we have no doijlars to pay damages. We 
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cannot take some of these actions unless we know who will pay the 
claims. 

Mr. Lanrarr. Who do you mean? 

Colonel Writs, I mean the Army and EUCOM. 

Mr. Lanrarr. If any of these claims were honored, would they come 
out of EUCOM’s allotment ¢ 

Colonel Wiis. That is correct and we have nothing in our budget 
for this particular item. 

We discussed it and from a HICOG viewpoint they had consider- 
tions in mind they wanted to discuss with their own people back here. 

We jointly wrote the cable—Mr. Mitchell, Mr. Monticone, and my- 
self—drafted the cable which came back here to the Department of 
the Army stating that we thought it better to await freeze action 
until after we had arrived and talked the entire situation over with the 
people here. 

Mr. Lanrarr. That is the reason for the issuance of the further 
directive. 

Colonel Wiiu1s. That is correct; a further order was issued to put 
the freeze on. 

Our action back in Heidelberg, and Germany, was taken, and our 
best judgment dictated that was the action we should take. We did 
not comply with the order, we went back and stated that we thought we 
should not and that it should wait until we got here. 

Mr. Lantarr. And all factors had been considered ? 

Colonel Wiiuis. That is correct. 

Mr. Lantarr. When did Lutes purchase the half tracks? 

Colonel Wiiuts. I do not know when he purchased them, but I 
have been shown contracts which are dated back before we entered the 
picture on any active program to reacquire this property. 

Mr. Bonner. Since you have been here has an agreement been 
reached to pay certain damage claims which claims caused you to 
be afraid to make the order that you thought might bring these 
damages and claims about? Do I make myself clear? 

The reason you did not put in the order Mr. Lantaff spoke of, is 
that you feared claims for damages would be set up ? 

Colonel Wits. That is correct, sir. 

Mr. Bonner. Now you say the order was issued since you arrived 
here? 

Colonel Witu1s. That is correct, sir. 

Mr. Bonner. Have they agreed to pay all these claims and 
damages? 

Colonel Witu1s. They have, sir. The Department of the Army has 
agreed to pay for it. 

Mr. Bonner. That is very interesting. 

Colonel Wiis. That is only if there are damages. There are no 
amounts specified because at the moment we cannot determine what 
the claims will be. They will have to be judged on their merits. 

Mr. Bonner. It might run into great figures, might it not? Will it 
cost us a lot of money to bring back our own property ? 

Colonel Wits. Sir, it is my honest opinion that the claims we may 
run into will be more than offset by the benefit we may gain by 
making a screening against world-wide requirements. 

It is my opinion that any claims which may come up—and this 
comes out of our discussions yesterday—that the value received in a 
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further screening and recovery of the property will more than offset 
the probable claims. It is, therefore, economical to take this action. 

Mr. Boner. Then nothing would have been done about this had it 
not been for the action of this committee. The property would have 
just returned to the country and would have been sold back to the 
national defense at fabulous prices? 

Colonel Wiis. No; that is not correct, sir. 

Mr. Bonner. You did not do anything until you got here. You 
would not have come here if it had not been for the action of this 
committee. 

I compliment you, as does Mr. Lantaff, on your steps. I am not 
criticizing you. I am criticizing the general over-all policy in this 
matter. 

Colonel Wituts. I have taken steps almost daily over the telephone 
to check property which is being sold and shipped to America. The 
people in HICOG call me daily. The Military Security Board calls 
me. Even those items which were not on our freeze list, they have 
continued to check with me to determine whether or not a need had 
arisen. Of course, this is from the EUCOM viewpoint. 

Mr. Bonner. Your outlook is a little different than Mr. Monticone, 
here. He has fine cooperation with the staff and so forth as to this 

roperty. Now you say they shipped some out in the night and took 
it off somewhere, when the High Commissioner and no one else knew 
anything about it, and took it over into the British territory, the 
territory of one of our allies, and hid it over there away from us. It 
was something we may have wanted. That does not give a good pic- 
ture here. 

Colonel Wins. Sir, we are talking about different periods. 

Mr. Bonner. Sir? 

Colonel Witurs. We are talking about different periods. 

Mr. Bonner. He talked about the splendid relationship between 
the High Commissioner’s office, whom he represents, and the STEG 
corporation. STEG would do this, that and the other. I am under 
the impression that STEG moved this stuff out, or that one of the 
purchasers moved it out and took it over into the British zone. 

You said large quantities of it, three to four times as much of it 
as had heretofore been moved. 

Colonel Wiis. That is correct, sir. Before we had any approved 
authority to go in and freeze it. Naturally they were making money 
on their sales, which was immediate, and if the Army got it, STEG’s 
profits might be delayed. 

Now I am talking about August. 

During the latter period, after the Army here in Washington and 
the State Department had approved our request 

Mr. Bonner. This material moved in August? 

Colonel Witx1s. There was no freeze then. 

Mr. Bonner. I say there was a contemplated freeze. 

Colonel Wits. That is correct, sir, and increased action. 

Mr. Bonner. And the British Government was selling their sur- 
plus back to us and then they were sheltering what was taken away 
from us over in the British zone. Is that what you report? 

Colonel Wiix1s. I do not think that is necessarily correct, sir. 

Mr. Bonner. It went to the British zone, did it not? 

Colonel Writs. That is correct, sir. 
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Mr. Bonner. The record here shows that Great Britain, the Gov- 
ernment, was selling surplus here in America. It is a fine kettle of 
fish over there, isn’t it? 

Now go ahead, Mr. Lantaff. 

Colonel Wii11s. An American can buy in the German zone and go 
freely into the British zone and it may not necessarily be known that 
he has moved his truckload of supplies from here to there. 

Mr. Bonner. Did you contact any official of the British zone to 
ascertain where all these supplies were that you heard about? 

Colonel Wiu1s. No, sir; I did not. I did not have the time to. 
I was too busy. 

Mr. Bonner. Do you not have a lot of assistance in the interests of 
our national defense since Korea had started? You said there were 
spare parts that were valuable. The high command did not have 
any interest in it? 

olonel Wi1u1s. Sir, we did have an interest but the survey in itself 
was a job of tremendous proportions. 

Mr. Bonner. I realize that, sir. 

Colonel Wiiu1s. Also, I would like to add here that STEG is not 
the only thing that we have to do over there. There are certain things 
which are very important, and, in my mind, even though I am the 
STEG man on the staff, there are certain things which we are doing 
which are far more important for our security. I cannot discuss them 
because they are classified in nature, but they have a bearing upon our 
military situation. First things must come first, and there are other 
things that come before STEG. 

Mr. Lanrtarr. Returning to this half-track transaction, Colonel, 
the subcommittee has testimony that the Allied Equipment Co. bought 
500 half-tracks in Germany since June of 1950; and that 200 of 
those half-tracks have been sold in Belgium. They are not identi- 
fied as having been sold to the Government there, but they have been 
sold for delivery in Belgium. 

Is this the group of half-tracks that EUCOM is now negotiating 
to buy back? 

Colonel Wiis. No, sir. 

Mr. Lantarr. It is not? 

Colonel Wixuts. Those 550 half-tracks were physically located in a 
depot in Nurnberg. They are owned by the Lutes Co. 

Mr. Lanrarr. This is Lutes of the Allied Equipment Co. ? 

Colonel Wiiuts. That is correct. I released those 550 half-tracks 
after checking with Ordnance Division. We got what we wanted. 

Now the half-tracks we are endeavoring to get are over and above 
the 550. 

Oakland bought out another camp and purchased 1,500 half-tracks, 
There were two locations of half-tracks, one with 500 or 600 and 
another with about 1,500. 

Mr. Lanrarr. I cannot understand why, since the outbreak of the 
Korean War, that we have still been selling these articles to private 
purchasers and we are now buying them back. 

Colonel Writs. Those are nonstandard and are obsolete equipment 
and we do not want them. 

Mr. Lantarr. If we are buying back 25, why did we let them have 
them in the first place? That is what I cannot understand. 
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Why should the Government sell half-tracks to some company 
in business to make a profit, and then turn right around in a very 
short time and say, “Now, we find we need them and we will buy them 
back and will give you a profit” ? 

Colonel Witu1s. The lot of 550 of the Lutes outfit were bought and 
paid for and title passed prior to our getting into the picture. 

Mr. Lanrarr. It does not make sense to me. Does it make sense 
to you? 

Colonel Wiis. I know the reason for our buying the 25, but it is 
classified. 

Mr. Bonner. Perhaps we should go into executive session. 

Mr. Curtis. May I ask a question there? 

Mr. Lanrarr. Certainly. 

Mr. Curtis. Can you tell us why an item like that would be clas- 
sified ? 

Colonel Wiis. The reason for our buying it back is a matter which 
is classified. I know the reason. 

Mr. Lanrarr. Just so I can sleep tonight, I would like to have 
an executive session with the colonel and find out about it. 

Mr. Bonner. At the conclusion of this hearing we will go into 
executive session. 

At this point I would like to ask if Colonel Gao and Mr. Monticone 
will be available for the counsel of the committee, Mr. Kennedy, and 
the chief investigators of the General Accounting Office, Mr. Ellis, 
and his staff, Monday of next week. 

Mr. Lanrarr. You said it was not an over-all policy of the Army 
to take back this equipment and spend the money in overhauling it 
and trying to rehabilitate it. 

Do you think it might be possible for the Department of Defense 
to establish a policy whereby all of this equipment would be rehabili- 
tated that could be rehabilitated, especially in view of the fact that 
private dealers are making huge profits on the sale of it, and because 
experience shows that it can be rehabilitated much more cheaply than 
the Army can acquire a new item ¢ 

Colonel Wiis. My answer to your question is “No.’ 
with, it is 8 years old. 

Mr. Lanvtarr. Notwithstanding the fact that you can buy a differen- 
tial for $15 and sell it for $1,000 in this country. 

Colonel Wituts. That is an economic condition existing in this 
country. 

Mr. Lantarr. It is brought about on account of Korea, is it not? 

Colonel Wiiuts. That is correct. 

Mr. Lanrarr. Perhaps it is time to change our policy. 

Colonel Wits. From an Army viewpoint, I recommend that we 
take back this over-aged equipment only so long as we cannot get 
new equipment because of its age and serviceability. Even though 
it is rehabilitated, it is like your automobile, it is 10 years old and it 
is likely to break down any time and we are gambling with our se- 
curity when we try to fight wars with old equipment. 

Mr. Lantarr. I understand that, but the evidence is that the De- 
troit Tank Arsenal is buying some of it. 

Colonel Wiis. That may be true, but I believe that is a small 
portion. That is axles and things like that, to be sure. New axles, 
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and so forth, would be better. Those axles are 8 years old and maybe 
they will break down in combat. 

Mr. Bonner. Are they not put up in grease compounds that pro- 
tect them from rust? 

Colonel Wix11s, Not necessarily. Many of these axles come from 
trucks which are being taken apart piece by piece and you can see 
that operation going on in various STEG depots in the open weather. 
When those parts are cleaned up maybe they will look like new. 
However, I have seen them on the lot. It is just like going into any 
junkman’s yard. 

Mr. Lantarr. Did EUCOM check with the Department of De- 
fense when any export licenses were requested to determine whether 
or not there was any over-all need for the items sought to be ex- 
ported ? 

Colonel Wixuis. To the best of my knowledge, no. Most of the 
items which were exported, such as half-tracks, are obsolete items. 
They are not standard in the Army today. Therefore, they are not 
standard in Europe. 

Mr. Lantarr. With reference to the surplus equipment that has 
been exported since Ovtober 1950, did EUCOM, prior to issuance of 
an export license, check with the Department of Defense, or the De- 
partment of the Army, to notify them that an export license would 
be issued on these items, and interrogate the Department as to whether 
or not they would be needed in the over-all defense effort ? 

Colonel Wiiuts. I believe not. HICOG authorizes the export li- 
cense and they coordinate with us to see if we have any need for it. 

Mr. Lanrarr. Does anyone send a cable to Washington and say, 
Somebody here wants to export 2,000 axles. Does anybody in the 
Army, Navy, or Air Force need these axles in connection with the 
defense program ?” 

Colonel Wiiuis. I believe not, but when were those axles shipped 
out ? 

Mr. Lantarr. I just used axles as an example. 

Colonel Wituts. Some of the things shipped out from under us in 
the early days. 

Mr. Lantarr. Let us take these Diamond T trucks that you talked 
about. You mentioned that you had acquired some Diamond T trucks 
for use in Germany, that there was a need for them. 

Colonel Wiis. That is correct. 

Mr. Bonner. Excuse me. According to the information we have, 
the material we are talking about has been brought into this country 
since June. We are not going back of that period. According to 
your testimony, this would be a country of junk, and Europe will be a 
country of new material, eventually. We are sending all our good 
materials to Europe and are getting all the junk back, according to 
your viewpoint. 

Colonel Wituis. We are getting very little new material, sir. 

Mr. Lantarr. Getting back to the Diamond T trucks, I have noted 
that you say there is a need for these Diamond T trucks in Germany 
and yet the Allied Equipment Co. here applied for and obtained au- 
thority to import 200 Diamond T trucks. It has been within the last 
2 months. The Allied Truck Sales bought 200 Diamond T trucks and 
as I recall they arrived in this country last fall and this winter. Was 
there any check made on those Diamond T trucks? 
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Colonel Wituis. Not apparently. I took action to freeze all the 
Diamond T trucks found in STEG depots. I did release 34 that were 
testified about early this morning, because they had been surveyed 
and were found to be in such bad condition we did not want them. 

Mr. Lanrtarr. Here is the letter: 

NOVEMBER 6, 1950. 

We are enclosing our check No. 468 in the amount of $40,000 to be applied on 
freight for 200 Diamond T trucks that arrived from Europe. 

They arrived in this country sometime in November 1950. The 
date on the invoice was November 6, 1950. 

Colonel Wits. I do not know how those 200 Diamond T trucks got 
away from us. We did not find them. Perhaps they had been physi- 

cally removed from STEG depots. 

We took action to freeze all the Diamond T trucks that we could find. 

With the personnel at our disposal we surveyed these depots and it 
took a period of time. It may be that during the process, while we 
were at one depot with our ordnance team, it is possible that certain 
trucks were moved off the lot. 

Had we caught those Diamond T trucks we would have held them. 

Mr. Lanvarr. Do they not have to apply for an export license on 
these Diamond T’s? 

Colonel Wiiuis. Yes; they do. 

Mr. Lanvtarr. Does not HICOG check with you to get a license / 

Colonel Wituis. There are some jeaks to the system. 

I do not know that HICOG isued the license for those 200. 

Mr. Lantarr. How would they get them out if there were no 
licenses ¢ 

Colonel Wi1u1s. I do not know for sure but it may be possible that 
those trucks were granted an export license from the British zone. 

Mr. Lanvarr. No; he bought these from STEG and purchased them 
through Trucks & Spares and paid $70,000 for them. 

Colonel Wiiuis. I can assure you, had we caught them, we would 
have kept them because Diamond T trucks are things we wanted very 
badly. 

Mr. Lantarr. Are there leaks? 

Colonel Wiruts. There are leaks. 

Mr. Lanrarr. Is there anything that can be done about them ? 

Colonel Wiuuis. Yes. I have taken certain actions as I became 
aware of leaks, to stop them. 

For example, a particular leak which occurred was the export of 
warehouse materials handling equipment. It is a civilian item and 
the German office could at that time issue a license without its going 
through HICOG. It is purely a civilian item, so classified, accord- 
ing to certain rules and regulations. In that particular case they were 
actually exported to Holland. I wanted those machines but they got 
away from me. When I found out they had gotten away I took 
action to request HICOG to see to it that the German office, for all 
exports, routed them through HICOG, regardless of the type of item, 
so the door was closed after the pig got out. 

Mr. Lanrarr. Do you think the door is closed now ? 

Colonel Witu1s. I believe so. 

Now there are some leaks. I am not imminently familiar with all 
the controls. That is not my business. However, I personally have 
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done my best to arrange for the closing of any leaks of which I be- 
came aware. 

Doubtlessly there could have been some illegal SORSOR me | 
transshipments, American zone-British zone. You can move stu 
from one zone to the other easily. There is free travel there. 

Mr. Lanrarr. It would be possible to move 200 trucks from the 
American zone into the British zone? 

Colonel Wiiu1s. You could move them on two trains very easily. 

Mr. LantarFr. You could take them out in the British zone and ship 
them to this country without clearing through HICOG ? 

Colonel Wiiuis. I believe you could get a license from the British 
authorities. Mr. Monticone could probably answer that better than I. 
I believe that. 

Mr. Bonner. The British are cooperating in the movement of this 
material into this country ? 

Colonel Wiuis. I believe a businessman in the British zone could 
request a license and if the items were not particularly subject to any 
joint rules and regulations, he could obtain the export license. I be- 
ee that. 

Mr. Bonner. Haven't we some understanding with the British 
Government with regard to this war surplus property ? ' 

Colonel Wiiuis. Sir, I believe we are getting into an area out of 
my field and I am not qualified to answer. 

Mr. Bonner. You know Mr. Kohl and Mr. Lichtenberg of STEG? 

Colonel Wiiuts. I know Dr. Kohl. 

Mr. Bonner. Who is he? 

Colonel Wiuts. He is one of the officials of the STEG corporation. 
Joshua Kohl. He is one of the officials in the main sales office in 
Stuttgart. 

Mr. Bonner. What is Mr. Lichtenberg ? 

Colonel Wiiuts. I do not know him, I do know a Herr Richter. 

Mr. Lantarr. I have no further questions. 

Mr. Bonner. Mr. Curtis 

Mr. Curtis. Colonel, I understand there are plants run by Army 
Ordnance who do nothing but rebuild trucks and tanks from Korean 
casualties, and that is done in Japan. They have been using Jap 
laborers and have been quite successful. Obviously they are not 
doing that in your territory. Is that correct / 

Colonel Witiis. That is right. We have a contract with a German 
firm in Mannheim to rebuild a certain quantity of 214-ton GMC trucks. 
We are also currently setting up and tooling certain Ordnance facil- 
ities to rehabilitate these trucks. 

Mr. Curtis. When did that start ? 

Colonel Wiis. That started shortly after we reacquired these 
vehicles. We are setting up the plants now to take care of a portion of 
these vehicles. 

Mr. Curtis. We are talking about in the last month or so, then / 

Colonel Wits. Since the beginning of the STEG program. 

Mr. Curtis. Give mea date. I do not understand. 

Colonel Wiius. I do not know specifically when Ordnance plans 
were approved. 

Mr. Curtis. Are you talking about the year 1951, or the year 19504 

Colonel Wixuis. I believe their planning began in 1950, to take care 
of this program. 
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Mr. Curtis. I am asking when it was put into effect; when it was 
started. 

Colonel Wiis. I would believe that the contract had been let and 
that operations started in Mannheim, maybe in January of this year. 

Mr. Curtis. In other words, within the last couple of months. That 
is what I asked. 

Colonel Wiuu1s. That is correct. 

Mr. Curris. During most of the period you were over there since 
June of 1950, they were not doing anything like that; is that correct? 

Colonel Wituis. That is not correct, sir. We did have some ord- 
nance plants in operation which were rehabilitating trucks for MDAP. 

Mr. Curtis. Did some of that equipment go in MDAP? I under- 
stand they were getting all new equipment. Do you know? 

Colonel Wixu1s. I believe Colonel Hutchinson is familiar with that. 

Mr. Curtis. Very well, I will not go into that. 

Now Colonel, where are you actually placed over there? I could 
not quite understand that. Where is your home port ? 

Colonel Wituis. I am in the headquarters at Heidelberg. 

Mr. Curris. Are you an engineer by profession ¢ 

Colonel Wituts. I have a degree in electrical engineering. 

Mr. Curtis. You referred in your previous testimony to a ruling 
which prohibited the repurchase of Army surplus. Just what au- 
thority issued that ruling? 

Colonel Wiuuis. The authority so far as we are concerned, is the 
Department of the Army, and the regulation I referred to is Army 
Regulation 72-5. 

Mr. Curtis. When did that ruling go off ? 

Colonel Wiiuis. The letter which authorized us to repurchase sur- 
plus was dated, I believe, the 8th of September 1950. 

Mr. Curtis. Do you know whether that was a general order or did 
it just apply to your zone? 

Colonel Wiiuis. That letter went to the commanding generals of 
all our theaters and authorized them to repurchase supplies when 
approved by the commanding general himself, the deputy theater 
commander, or his chief of staff. 

Mr. Curtis. My question was perhaps misstated. 

Was the ruling which prohibited the repurchase applicable to the 
United States or just to your zone; do you know ? 

Colonel Witu1s. I am not familiar with the contents of the regula- 
tion. 

Colonel Hutchinson will have information on that. 

Mr. Curris. You described a freeze. What do you do when you 
freeze? Ido not want the full detail but just a general idea. 

Colonel Wituis. The first freeze that went into effect, I conducted 
a meeting in a conference room in Heidelberg. 

Mr. Curtis. What was the date, roughly ¢ 

Colonel Hurcuinson. On or about the 15th of September. 

Mr. Curtis. On or about the 15th of September. All right. You 
called that meeting that you describe; is that correct 

Colonel Wiis. That is correct. 

Mr. Curtis. That was with the heads of the various technical staffs / 

Colonel Wixiuis. I had representatives of the technical statis and 
STEG officials present at that meeting. 
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Mr. Curtis. You told the STEG officials not to move anything out ? 

Colonel Wits. That is correct. 

Mr. Curtis. Regardless of where title lay ? 

Colonel Wits. That is correct. 

Mr. Curtis. That was anything that was within their physical 
posession ¢ 

Colonel Wiis. That is correct. 

Mr. Curtts. At the same time, did you put into motion any move 
to recapture some of that where title had passed ? 

Colonel Wituts. I put the order through to recapture anything in 
STEG depots whether STEG owned it, whether it was under contract 
or option or owned by third parties. 

Mr. Curtis. But the real test ; of course would be in the technical de- 
partments themselves as to whether it was obsolete, usable, econom- 
ically reparable, and so forth; is that correct ¢ 

Colonel Wittis. Each service sent their representatives to deter- 
mine whether or not they wanted it and their decisions were made by 
their people or experts. 

Mr. Curtis. That was just for the theater where you were; is that 
correct ? 

Colonel Wiiu1s. That is in EUCOM; yes, sir. The American zone 
of Germany. 

Mr. Curtis. In other words, that material might well have been 
needed, say, over in the Korean theater, or possibly in this country, 
but that was not the test applied; am I right? 

Colonel Wituis. No doubt some of that material could have been 
used. 

Mr. Curtis. I am merely asking about the test, sir. The test your 
technical services applied was whether the ENCOM theater did it. 

Colonel Wiiuis. There have been some instances where there was 
coordination in technical channels. 

Mr. Curtis. That was just happenstance, and it was not a compre- 
hensive job that was done, as far as the over-all needs of the services 
were concerned. 

Colonel Writs. It was only for the EUCOM. 

Mr. Curtis. Did you do anything about recovering property that 
had passed through other than a bona fide purchase under a contract, 
if you know what I mean by that. 

Suppose there had been some improper transfers of title to some 
of this property. Did you check into that at all when you froze? 

Colonel Wiixis. Sir, that is not within my sphere of operation. 
My job is to get the property and that I went out and tried to do. 

Mr. Curtis. Whose sphere would that be in? Would you report it if 
it came to your knowledge? 

Colonel Wiiu1s. I would have if it came to my knowledge, but it 
did not specifically come to my knowledge. 

Mr. Curtis. Who would be responsible for saying whether or not 
some of these transactions were bona fide, or not ? 

Colonel Wits. I believe that would be the responsibility of 
HICOG to examine the contracts. 

Mr. Curtis. You would not have any contact with anyone of that 
sort ? 

Colonel Wiis. No, sir. 
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Mr. Curtis. I am specifically referring to some of this property 
that might have been shipped over into the British zone. 

Did you make any effort to pursue it? Were you told that? Now 
what did you do, did you report it to someone ¢ 

Colonel Wits. No, sir. 

Mr. Curtis. Did you make any effort to recapture? 

Colonel Wiiu1s. No; we did not, in that case. 

Mr. Curtis. Do you know whether anyone else did ? 

Colonel Wiuis. I believe they did not. 

Mr. Curtis. Did you know George Dawson ? 

Colonel Wiis. I do not know him. I have never seen him. 

Mr. Curtis. You have heard about him? 

Colonel Wiuiu1s. I have heard lots about him. 

Mr. Curtis. You have heard lots about him at this time, say, take the 
date September 15, 1950? 

Colonel Wiis. From the time I entered into this STEG project, 
I heard lots of George Dawson because he, according to the informa- 
tion that came to me, had an option on some 2 3,000 vehicles at one 
time. 

Mr. Curtis. You did not go into that project? 

Colonel Wriu1s. I personally was not concerned. My job was to 
get the equipment. 

Mr. Curtis. We have had a certain amount of information that indi- 
cates that a lot of these poe hases that were made were made through 
Dawson and thence to STEG. 

Was Dawson really the man to see, would you say, or did anyone 
deal directly with STEG, have you any comment on that ? 

Colonel Wiis. In the area of motor vehicles and automotive parts, 
from my understanding of the situation, you had to deal with both of 
them, STEG and Dawson, because Dawson had an option on every 
vehicle that STEG possessed and every automotive part. 

Mr. Curtis. Did anybody look into that contract that you know of, 
in the Army, or HICOG ? 

Colonel Wiius. I believe Mr. Monticone has a copy of the contract 
and I believe HICOG people have looked into the contract. Other 
than that I can say no more. 

Mr. Curtis. That would be out of your province? 

Colonel Wiuuts. That is out of my field. 

Mr. Curtis. Now you said you took a quick check of these depots. 
Did you have an over-all inventory of what we were supposed to have 
had in the way of property ? 

Colonel Wiixis. I did request and obtain an inventory from the 
Technical Services, of that equipment and supplies which they 
desired to recapture. 

Mr. Curtis. I am talking about an inventory that would show what 
we had there. 

Colonel Wii1is. We do not have an inventory of what was in the 
depots as of that time. ' 

Mr. Curtis. Did you ever have an inventory ? 

Colonel Wits. Each individual STEG depot would have it. 

Mr. Curtis. I am not talking about STEG, I am talking about the 
United States Army, or your HICOG. 
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Colonel Wits. Sir, that is in an area which is out of my jurisdic- 
tion. I am sure the Army had no inventory of what was in STEG 
depots last summer. We do have records of what was turned over 
after the end of the war. 

Mr. Curtis. That is what I am getting at. That would be an 
inventory, would it not? 

Colonel Wiiuis. That would be an inventory of what was turned 
over originally but not what was physically on hand last summer. 

Mr. Curtis. That is all right. I will get to that. I am asking 
whether there was originally a basic inventory. 

Colonel Witu1s. The technical services of the Army do have records 
indicating what was turned over originally. 

Mr. Curtis. Was that inventory kept up to date to show what had 
been sold and withdrawn and I am referring now to HICOG and 
the United States Army. 

Colonel Wiru1s. The Army did not, I am sure, because once we 
disposed of it and it was completely out of our jurisdiction we had 
no reason to. 

Mr. Curtis. I want to keep it out of that because there were a lot 
of strings attached to this sale. 

Colonel Wiis. I am no authority on that subject but I do not think 
there are conditional strings. My understanding is that the property 
was turned over completely. 

Mr. Curtis. My question essentially is that. and IT do not want to 
argue the point, that it was a conditional sale, but certainly the Army 
or HICOG did nothing to keep track of that property once they turned 
it over. Isthat a correct statement ? 

Colonel Wiixts. That is correct, at least for the Army. 

Mr. Curtis. So in 1950, in June, when you came over there, there 
was no inventory that the Army had, or HICOG, that would show 
what should be in these depots of STEG, is that right ? 

Colonel Wixuis. Speaking for the Army, we did not have a current 
inventory. 

Mr. Curtis. When you took this survey, you made no attempt to 
make an inventory at the same time, did you? 

Colonel Wixuis. No, sir. 

Mr. Curtis. It was just a very quick look-see ? 

Colonel Wituis. We did not make a complete inventory. We in- 
ventoried that which we decided we wanted, and marked it. 

Mr. Curtis. And when you say “We” of course you are referring 
now to the Technical Services, are you not ? 

Colonel Wixuts. That is correct. 

Mr. Curtis. Do you know whether inventory lists were available 
to the technical services or did they have to go into the warehouses 
and just look at the material # 

Colonel Wixtis. Inventories exist in German, in the STEG depots, 
to the best of my knowledge. Our people for the most part cannot 
understand those inventories. 

Mr. Curtis. Did not those inventories have our Army part num- 
bers? 

Colonel Wixt1s. No, sir. Not necessarily. STEG went through 
and put in their own nomenclature for the materials. 

Mr. Curtis. They probably stamped and tagged them with their 
own stuff. 
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Colonel Witx1s. That is correct. Their nomenclature did not agree 
with ours. 

Mr. Curtis. How did our technical services make an intelligent 
survey? It could only have been done physically, could it not? 

Colonel Wiiu1s. They made a physical survey and sent people who 
were familiar with that equipment and could properly identify it. 

Mr. Curtis. So nothing much could have been done with the papers. 

Colonel Wiiu1s. Not easily; no, sir. 

Mr. Curtis. How quickly was that job done, would you say? 

Colonel Wixu1s. It took us approximately 1 month, under a great 
deal of pressure. A more complete survey to include such things as 
spare parts would have been perhaps 2 months. A really thorough 
one would have required twice the time. 

Mr. Curtis. You have limited personnel to do the job? 

Colonel Wiis. We were limited in personnel and the time element 
which was agreed upon between HICOG and the Director of Logistics. 

Mr. Curtis. It would be difficult to determine what is serviceable 
and what is reparable, and so forth, if you have to do it that fast ? 

Colonel Wiis. Basically, we picked out the bigger items, the major 
items in our effort. We intended to come back and check on the others, 
later. 

Mr. Curtis. What did you do with tires, for example? They could 
not possibly have done a very thorough job of determining whether 
these tires were good or capable of retreading. 

Colonel Wits. That is a bad example because we know all the tires 
are no good. 

Mr. Curtis. I disagree, because right down in Atlanta General 
Depot, they are doing exactly that, recapping those tires and sending 
them over to Korea. 

Colonel Wiis. Sir, but are they tires that are 8 years old and 7 
years old? 

Mr. Curtis. Yes; some of them came right off the vehicles that came 
back from the European theater. 

Colonel Wiis. These vehicles are sitting in the open in the mud. 

Mr. Curtis. I am familiar with that. 

Colonel Wiiu1s. To me it would not seem that they would be good. 

Mr. Currts. I do not want to get you out of your field or get out of 
my own field, for that matter. All I am saying is that the determina- 
tion of what was obsolete and what was serviceable and reparable 
could not have been done very thoroughly. Iam asking whether you 
will agree with that. 

Colonel Wiiiis. We did not make a thorough survey because it was 
physically impossible. 

Mr. Curtis. You said with reference to your statement about August 
1950 when you were told these vehicles and parts were taken over to 
the British zone, you said then that you did not have any authority 
to stop that. 

Did you request that authority ? 

Colonel Wiiuis. We requested authority from Washington, ini- 
tially, I believe, the 2ist of September 1950, to take back STEG 
property. 

Mr. Curtis. That was not very fast movement then, was it? 

Colonel Wixu1s. We obtained final authority on the 23d of October. 

Mr. Curtis. I understand that. Iam saying this: On August 1950 








142 DISPOSITION OF WAR SURPLUS PROPERTY 


you saw this happen, or heard of it, and you said the reason you did 
not stop it and could not, and you were very much disturbed about it, 
was because you had no authority, and now you say you did not request 
any authority until the 21st of September. Why delay? We were at 
war in Korea at this time, were we not ? 

Colonel Wiiu1s. May I look in my file? 

Mr. Curtis. First let me ask you: Do you not remember ? 

Colonel Wiiu1s. Yes, sir; I remember. 

Mr. Curtis. What was, generally, the reason for the delay? 

Colonel Wiis. I took action personally, went to HICOG, and we 
made an agreement to go ahead and do this. 

Mr. Curtis. I do not want to use the words “red tape” because I do 
not want to give it an unfavorable connotation, but it was the negotia- 
tions within your own command that you had to go through before a 
letter went to Washington notifying them you needed this authority, 
or wanted it; is that a fair statement ? 

Colonel Wis. That is correct. Initially, we thought we could do 
it without coming back to Washington for the necessary approval, but 
I was directed to come back to Washington for approval. I got that 
approval. 

Mr. Curtis. Let me ask you this: Can the Army not act more 
promptly than that when it is necessary? Here a thing exists in 
August 1950, and you do not request the authority until the 21st of 
September, and the formal acceptance did not come until October, 
some time. 

Colonel Wriius. Initially, we were looking into the problems to 
develop whether or not we wanted to go into this thing. We then 
made our inventories and concurrently we were developing the neces- 
sary authority to proceed and actually, physically, take over this 
property. 

In the final analysis it became necessary to get authority out of 
Washington. Initially, I worked on the thesis that the agreement 
which I made earlier, with myself signing a paper with Mr. Monti- 
cone and Colonel Mitchell, in HICOG—with that we thought we could 
proceed immediately, but it later developed we had to have authority 
out of Washington. It took a bit of doing and a 6-hour telecon confer- 
ence to sell our idea here. Immediately thereafter we did obtain the 
authority. ‘ 

Mr. Curtis. What was that date again? 

Colonel Wiis. The authority was dated October 23. The con- 
ference was held 2 or 3 days prior to that. 

Mr. Curtis. I have one final matter. 

You state now that you have officers at the various STEG depots; 
— you have Army officers there. When were they first placed 
there ¢ 

Colonel Wits. We started physical reacquisition of the property 
in November, and some of those officers have been out in the field on 
that project ever since. 

Mr. Curtis. Before November there was no Army officer whose duty 
it was to stay at the various STEG depots and observe what went 
on; am I correct ? 

Colonel Wir1u1s. That is correct. 

0 Curtis. Did the High Commissioner have any representation 
iere 
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Colonel Wiiu1s. No. 

Mr. Curtis. I wonder if you would comment on that. Did they 
not think it was necessary in view.of a freeze order at September 15? 
When I asked you what you did physically when you froze property, 
I certainly would think that you would immediately put Army per- 
sonnel at the depots. What do you mean you froze it? It is just a 
term, then, isit not? It does not mean any thing. 

Colonel Wiis. My original action was confirmed by order going 
from HICOG to the Bonn government, to STEG. STEG obeyed the 
orders received from the Bonn government. 

Mr. Curtis. If you do not put an Army officer at these 14 depots, 
back at September 15, when you are talking about freezing, and you 
do not have them on there until November, you have not done much 
of a job of freezing. 

Colonel Wiis. That is probably correct but I doubt very much 
if we had available personnel to police it that properly. 

Mr. Curtis. Did you ask anybody for additional personnel ¢ 

Colonel Wiiuis. No. We are short personnel over there. 

Mr. Curtis. I just do not understand what you mean by “freeze,” 
then. That is just a term and does not mean anything. 

Colonel Wituts. They were ordered to do something. 

Mr. Curtis. Yes; but you actually did not freeze that property, as 
far as physically freezing it was concerned, until you put an officer at 
that depot so that you knew things were not going out that should not 
be. Is that not a fair statement ? 

Colonel Wits. We could not police it but initially we placed upon 
it a manadatory requisition, Form 60—A, and anybody who does not 
comply with it 1s subject to criminal action. 

Mr. Curtis. But you would never know whether they were con- 
fined or not confined if you did not have someone there, is that not 
true / 

Colonel Wiis. If nobody is there, we cannot police it, but we did 
have people working on inventories. 

Mr. Curtis. You did not have any inventories. 

Colonel Wituis. Working on the listing of the property which we 
desired. To a degree we had policing. The representatives of the 
technical services who were compiling the lists of that equipment 
which we desired. 

Mr. Curtis. Their job was not to see whether things went in or out, 
they had a specific job to look over what was there, is that correct ? 

Colonel Wiis. That is correct, but they did inform me of certain 
things that did occur. 

Mr. Curris. Are they on a 24-hour detail ? 

Colonel Wiis. No. 

Mr. Curtis. Just an 8-hour day. 

Colonel Wiuts. Yes, sir. 

Mr. Curtis. So anything could have gone on in the other 16 hours? 

Colonel Wms. That is right. 

Mr. Bonner. All right, sir. Thank you very much, Colonel. 

The committee will resume hearings at 10 o’clock tomorrow morn- 
ing, with the Departments of Commerce and State. 

Colonel, I ie you will be available should any member of the sub- 
committee desire to ask you a question. 

(Whereupon, at 4:25 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m., F aiden March 16, 1951.) 








DISPOSITION OF WAR SURPLUS PROPERTY 


FRIDAY, MARCH 16, 1951 


House or REPRESENTATIVES, 
SvpcoMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DeparRTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:20 a. m., 
in room 1302, New House Office Building, Hon. Herbert C. Bonner 
(chairman of the subcommittee) presiding. 

Present: Representatives Bonner, Shelley, Lantaff, Harden, and 
Curtis. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

This is a continuation of the inquiry into surplus property both at 
home and abroad. 

The clerk will call the roll. 

(Whereupon the roll was called.) 

Mr. Bonner. A quorum being present, the subcommittee will pro- 
ceed. 

Now, we have representatives of the Commerce Department who 
are to appear today. Are they present? 

Mr. McCoy. Yes, sir. 


STATEMENT OF H. B. McCOY, DIRECTOR OF THE OFFICE OF INDUS- 
TRY AND COMMERCE, AND ASSISTANT ADMINISTRATOR, NA- 
TIONAL PRODUCTION AUTHORITY, DEPARTMENT OF COMMERCE; 
ACCOMPANIED BY MATTHEW HALE, ACTING SOLICITOR, DE- 
PARTMENT OF COMMERCE; AND WILLIAM BECK, FOREIGN 
SURPLUS PROPERTY OFFICER, DEPARTMENT OF COMMERCE 


Mr. Bonner. Before we proceed, which one of the witnesses is 
prepared to answer such questions as the subcommittee might ask 
with respect to the granting of permits, and has a personal knowledge 
of the Secretary’s action with respect to that? 

Mr. McCoy. Mr. Chairman, I am prepared to answer those ques- 
tions, with the help of Mr. William Beck, who is the foreign surplus 
property officer. 

Mr. Bonner. Will you give your names to the reporter, please. 

Mr. McCoy. H. B. McCoy, Director of the Office of Industry and 
Commerce, and also Assistant Administrator, National Production 
Authority, Department of Commerce. 


145 








146 DISPOSITION OF WAR SURPLUS PROPERTY 


Matthew Hale, Acting Solicitor, Department of Commerce. 

Mr. William Beck, Foreign Surplus Property Office, Department 
of Commerce. 

Mr. Bonner. Now, Mr. McCoy, the subcommittee is interested in 
this matter that was brought to the attention of the subcommittee in 
1950, at which time great quantities of this material were being brought 
into America under bond, and stored, and through the proclamation 
from the Secretary the material was permitted to come into the com- 
merce of America. 

Now, if you will proceed from there, and just tell us what took place, 
we would appreciate it. 

We are particularly anxious to know who interceded or who re- 
quested first that this material in bond be released. 

Give us the names of the people who came to the Department of 
Commerce. 

Mr. McCoy. Mr. Chairman, in response to your request, Mr. Mat- 
thew Hale, the Acting Solicitor, wrote you a letter dated F ebruary 27, 
which generally outlined the activities of the Department of Com- 
merce, and its responsibilities under the Federal Surplus Act of 1944. 

Mr. Bonner. The subcommittee is aware of the provisions granting 
the Secretary authority. 

Mr. McCoy. Yes, sir. 

Mr. Bonner. But we want to know who came to the Secretary or to 
the Department of Commerce after this material was brought into 
this country for the purpose of repair and reconditioning, and so 
forth. There was no idea at that time, so far as the committee has 
been able to ascertain, that it would be retained in America, and it 
was brought in in this manner, and then it was released. 

Now, Mr. Hale, are you prepared to answer that and give us some 
light on it? 

Mr. Har. A determination was made on January 9, 1951, to permit 
foreign excess property made out of critical mater ials to be imported. 
The decision to include within that determination such items as were 
in the country already, was made by the Department of Commerce, 
in consultation with the Customs Bureau, at the time the determina- 
tion was being formulated. 

In other words, the reason the Secretary and the Department 
reached the conclusion that foreign excess property made out of criti- 
cal materials should be imported, was sufficiently broad so as to include 
things which were already in the country under bond to be exported. 

The basis for the determination was that items made out of scarce 
and critical materials were necessary to the economy of the United 
States and to our defense. 

Mr. Bonner. Now, I can realize, and the committee can realize, 
what you are going to say. But the fact is that a license for repair 
under bond was issued, and it was brought in the country, and then 
the bond was lifted. 

Now, what the subcommittee is interested in knowing is who 3 
veared before the Commerce Department and asked that the bond 
ifted., 

Mr. Hate. So far as I am aware, no outside persons—— 

Mr. Bonner. You don’t mean to tell this subcommittee that just out 
of a clear sky the Secretary lifted the bond on materials that had 
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already been imported into this country just for the purpose of repair 
and reconditioning ¢ 

Mr. Hate. Yes, sir. 

Mr. McCoy. Yes, sir. 

Mr. Bonner. How did he even know it was in ? 

Mr. Hate. He knew there was some here. I am not sure that he 
know how much was here. 

Mr. Bonner. Who told him that it was here ? 

Mr. Hate. The Customs Bureau. 

Mr. Bonner. Then, based upon the Customs Bureau report, with- 
out any intercession at all from people who owned this property, do 
you means to state that the ones who owned the property and had it in 
the country under bond, did not come to the Department of Com- 
merce and ask that the bond be lifted ¢ 

Mr. Hater. I am not aware of any such thing, Mr. Chairman. 

Mr. Bonner. Well, we asked that witnesses be brought down here 
who could answer questions. 

Mr. McCoy. May I explain that since July 1, 1949, the new law did 
not permit the importation under bond, and the material in this 
country under bond being repaired and for export was imported un- 
der the provisions of the old Surplus Act. This material under bond 
was sold by the Government before July 1, 1949. 

Late in 1950, we had been receiving requests from individual im- 
porters from time to time asking for the importation of foreign 
surplus property, and from July 

Mr. Bonner. Yes; we have copies of that. You sent out a general 
letter inviting the people to tell you what they anticipated bringing 
in, and so forth, but not what they had brought in. So your letter is 
very interesting—— 

Mr. McCoy. Which letter do you refer to, Mr. Chairman ¢ 

Mr. Bonner. While we are getting this, tell us how the Secretary 
determined that these goods were in short supply. 

Mr. McCoy. Well, we—— 

Mr. Bonner. What was the basis, and was there a determination of 
what was there, and so forth? 

Mr. McCoy. May I say first, that the determination 

Mr. Bonner. Was it a selective determination, or a general deter- 
mination ? 

Mr. McCoy. The determination to admit surplus property which 
was wholly or partially fabricated from scarce materials and critical 
materials, was based first upon our Notice 1, which went out as public 
notice under the Defense Production Act. 

Mr. Bonner. What is the date of it ? 

Mr. McCoy. January 10, 1951. 

Mr. Bonner. What year? 

Mr. McCoy. 1951. 

Mr. Bonner. 1951? 

Mr. McCoy. Yes, sir. 

Mr. Hare. That was an amendment, sir. 

Mr. Bonner. I am talking about transactions that took place in 
1950. 

Mr. McCoy. Yes, sir; but by mid-1950 it was evident that materials 
were in short supply. 

Mr. Bonner. After we entered the Korean War? 
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Mr. McCoy. We were short on critical material even before Korea. 
We were short in some metals, notably steel, and before Korea it 
became evident that there were shortages, and after Korea it became 
evident that they would increase, and that military demands would 
require larger supplies of critical materials, steel and metals, for de- 
fense purposes and civilian use. 

It was on that basis that we determined that surplus property sold 
abroad should be reimported into the United States, because such 
property, if it was made of critical materials, would be of assistance 
to our economy here. 

We knew there were certain items of equipment and other supplies 
that had been previously brought to this country and held in bond. 
They could not import it to go into domestic markets. We also knew 
that from time to time importers had requested permission to bring 
in materials under the present act. 

As a matter of fact, since June 30, 1949, to January 31, 1951, 
approvals were given on 530 applications for importation of surplus 
property. 

From July 1949, the time of the passage of the present act, to July 
1 of last year, we had 54 approvals and 57 denials, but as you can 
see, our requests for approvals of imports increased very substantially 
last year, and particularly after Korea. 

We did not know exactly how much material was either abroad that 
could be brought back, after the restriction was lifted, or how much 
material was in bond in various parts of the country that would be 
subject to import when we lifted our restrictions, but we assumed 
that most of it that we knew about was equipment, machinery, elec- 
tronics, and various materials of that sort, constructed wholly and 
in part of critical materials. 

Mr. Bonner. How did you make the determination? Was it a 
selective determination or a general determination ¢ 

Mr. McCoy. The general determination is based upon the list of 
critical materials which we published first in December 1950, and 
then amended on January 10, 1951; that is the guiding list to the 
importation of surplus material. 

If surplus materials contain critical and strategic materials listed 
in our Notice 1, then they are subject to exemption and can be imported. 

Mr. Bonner. Do you mean to tell us that you have no formal written 
statement, that no particular person came to the Department of Com- 
merce asking that the bond be lifted on materials in this country under 
bond ? 

Mr. McCoy. No, sir. I would have to look at our correspondence 
in order to ascertain that. 

Mr. Bonner. But you don’t know 

Mr. McCoy. I don’t know any names. 

Mr. Bonner (continuing). If anyone came in? 

Mr. McCoy. We have our records, and I will be glad to produce 
those for you. 

Mr. Bonner. Mr. Hale, didn't I talk to you over the telephone? 

Mr. Hauer. Yes, sir. 

Mr. Bonner. And you were the gentleman who told me that you 
were not interested in the financial condition of the United States and 
so forth, but that you had other matters to attend to. 

Mr. Hate. No; not like that, sir. 
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Mr. Bonner. Do you remember that telephone conversation ? 

Mr. Hate. Yes, sir. 

Mr. Bonner. I know that it shocked me at the time. 

Mr. Har. I tried not to give you the impression that we were not 
interested, sir. 

Mr. Bonner. Off the record. 

( Discussion off the record. ) 

Mr. Bonner. On the record. 

There is a letter dated October 3, 1950, and it is addressed to Mr. 
Edward Udelson, United States Truck Sales Co., Cleveland, Ohio, 
and it reads: 

We have here a letter of September 28 in which you request permission to 
reimport into the United States from Germany 200 Diamond T trucks, 4-ton, 
6-by-6 trucks, which are classified as foreign excess property. 

This was October 1950. 

Mr. McCoy. That is right. 

Mr. Bonner (continuing reading) : 

We approved this application, since we consider these all-wheel-drive heavy 
trucks are in short supply and their reentry would be beneficial to the economy 
of the portion of the country in which you intend to enter and sell them. 

Kindly advise us when you have complied with the agreement to cannibalize 
150 of these trucks, so that we may then close our records in the case. This 
approval applies to this particular application only and the supply situation as 
it now exists does not necessarily imply approval of other applications for 
return of equipment of this type. 

We are advising the collector of customs— 
and so forth and so on. ; 

Now, that is one of the letters signed by Mr. Beck. 

Now, Mr. Beck, vou are ready to testify ; are you not ? 

Mr. McCoy. Yes, sir; he is ready. 

Mr. Bonner. Do you remember writing any other applicant that 
you were going to “let the bars down,” and wanting to know how much 
material they contemplated bringing into the country ¢ 

Mr. Breck. No, sir. 

Mr. Bonner. You do not recall writing that letter ? 

Mr. Beck. I recall—do you mean do I recall this letter ? 

Mr. Bonner. Yes, sir. 

Mr. Breck. I recall this one perfectly ; yes, sir. 

Mr. Bonner. Mr. Ellis, will you step up here a minute, please. 

Now, this is February 7, 1951: 

Under this determination it is our intention to let down the bars entirely on 
the return of all foreign-excess property excepting agricultural food items, 

Mr. Hare. That, sir, as you will notice, was a letter to the Customs 
Bureau rather than to an applicant. 

Mr. Bonner. Well, of course, you know these are smart people 
who are dealing in this business, and they don’t stop with just one 
agency. 

Mr. Sinclair Robinson testified that he knew of the contents of this 
letter, and that other importers knew of the contents of the letter. 

Mr. McCoy. That letter should have stated that “letting down the 
bars” applied to equipment and materials, critical materials. 

Mr. Bonner. Well, I can only go by what the letter says. 

Mr. Hauer. Sir, I think you will notice that the letter does refer to 
this determination, and is a letter to another Federal agency in con- 
nection with the discussion of the determination. 
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Mr. Bonner. Now, there are other letters here, of course, which you 
may recall, inviting the importers to let you know how much material 
and so forth they did intend to import. "You remember those letters; 
do you, Mr. Beck ? 

Mr. Breck. The only circumstances under which I can understand 
such a letter would be written is in case a man asked us for permission 
to import trucks, and we wanted to know what he had in mind as to 
quantities. We did not sign blank checks. 

Mr. Bonner. This inquiry is not altogether having to do with 
trucks, you understand. 

Mr. Beck. Well, in trucks or anything else, we insisted upon having 
the quantities, and knowing exactly what quantities we were dealing 
with. 

Mr. Hate. Mr. Chairman, since I seem to have left you with a mis- 
apprehension, I would like to correct what I said over the telephone 
to you. 

Mr. Bonner. Well, that merely impressed me at the time as to the 
type of administration we seem to have. Nobody seemed to care any- 
thing about protecting the Treasury or the taxpayers. 

Mr. Hatz. What I intended to convey to you, sir 

Mr. Bonner. You remember the conversation well, and it startled 
me. I told you over the phone that you could come down and give 
that statement to the subcommittee if you desired, and that I cer- 
tainly would inform the subcommittee of your statement. Go ahead. 

Mr. Hare. Well, if I may, I would like to, sir 

Mr. Bonner. Yes. 

Mr. Hare. What I had in mind was that our statutory duty under 
the Surplus Property Act, and under the Federal Property and 
Administrative Services Act, was not to handles sales of surplus 
property; it was not to check up on the prices for which they were 
sold. Our duty was solely to determine whether material should be 
reimported into this country from the point of view of whether the 
importation would relieve domestic shortage or otherwise be beneficial 
to the economy of this country. 

Generally speaking, we looked at the property after it had already 
been sold and the only decision that we had to make was would the 
importation of that property into this country relieve a domestic 
shortage, or would it be beneficial to the economy of the country. 

We were not called upon by the statute to determine whether the 
importer had made an undue profit out of it or whether he had made 
too little profit out of it. All we were concerned with was the par- 
ticular property which somebody was asking whether he could bring 
in—wouid it help our economy; would it relieve the shortages. 

Now, when Korea came along, as Mr. McCoy has stated, there were 
a great many shortages of all kinds of things, and the Defense Produc- 
tion Act was passed to enable the Government to meet some of those 
shortages and to assist in relieving the effect of the shortages. 

Consequently, it seemed to us that it was consistent with the activities 
under the Defense Production Act, and with the actions of the 
National Production Authority and the Department of Commerce, to 
increase the supply of scare materials. 

I did not mean that we were not interested in the general subject of 
whether there was any undue profit in the disposition of it, but that 
was not the duty that Congress had given us by statute to carry out. 
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Mr. Bonner. Well, this is Mr. Brenner testifying, a former witness 
who deals in this material : 

Mr. Brenner. In every case. As a matter of fact, we received a letter from 
the Commerce Department on a form they use, asking us to bring the material in 
because it is scarce—just recently. 

Now, what the committee at the time was interested in was the intent 
of bringing this property in and storing it in America at that time. 
The importers knew that the provisions surrounding the bringing into 
the country of the property and placing it under bond—they knew 
what those provisions were. 

After they got in here the committee is interested in knowing 
whether they ever did intend to reexport the property. The property 
stayed here for a length of time, a considerable time, and then the bond 
was lifted. 

Mr. Have. Well, we certainly would not be in a position to know 
what the intention of a number of individuals would have been. 

Mr. Bonner. I understand. That is the reason 1 asked the question 
as to who interceded at the Department of Commerce, and certainly 
somebody must have. 

Mr. Hae. Well, from our point of view, sir, the material was 
already in the country. 

Mr. Bonner. They were trying to lift the bond, so it was obvious 
they wanted to keep it here. You don’t have a representative going 
out and looking these people up’ This was not a small quantity of 
material; it was stored in several places. 

Mr. Hate. The point I would like to make, sir, is that from our 
point of view, from the point of view of relieving domestic shortages, 
a particular piece of equipment will relieve a domestic shortage just 
as much whether it is in bond in New York or isin Germany. Actually 
it will relieve the shortage quicker if it is here. 

Mr. Bonner. But the owner would never have gone to the expense 
of bringing it to this country without having some idea, or without 
having prepared or planned to get the bond lifted. He would have 
first gotten a permit to bring it in before he did bring it in. 

Mr. Bonner. The bond was ‘lifted after it was brought here and 
kept here for a long time and there were negotiations. 

Mr. Hate. Yes, sir; and it was lifted in order to relieve domestic 
shortages. 

Mr. Bonner. That is what I am asking. And I cannot seem to 
get an answer. Now, who went to the Department of Commerce and 
asked that the bond be lifted? Somebody did that. It didn’t just 
fall out of a clear sky. 

Mr. Hare. I think we do sometimes develop these plans ourselves. 
We knew what was there, and we knew there was a serious domestic 
shortage or serious domestic shortages. We knew that there was some 
surplus property which was abroad, which would help to meet those 
shortages. We also knew that there was some surplus property under 
bond in the United States which would help to meet those shortages. 

When we put the general determination out in January 1951, we 
put it out ina form which would make use of both of those sources for 
meeting the shortages. 

Mr. Bonner. Well, of course, smart businessmen with the outbreak 
in Korea, and having lived recently through one war, and most of 








152 DISPOSITION OF WAR SURPLUS PROPERTY 


them through two wars, knew what was going to happen, but nobody 
in Government seemed to know or seemed to anticipate what was 
going to happen. That is what this committee is interested in: Why 
somebody in the Government did not anticipate these shortages that 
you and [ are talking about, and the necessity for having this material 
and recapturing the material prior to the business interests’ recaptur- 
ing the material, and the Government having to take it back at a 
greatly increased cost to the people of this country. 

Mr. Hate. Our statutory duty involved nothing of the problem of 
recapturing property that had been sold. 

Mr. Bonner. [ understand that. 

Mr. Hate. We simply receive an application from a private indi- 
vidual who wants to import something. We look at the property 
that he wants to import. We look at the supply-and-demand situa- 
tion for that property in the United States. If there is a serious 
shortage 

Mr. Bonner. You say you did not receive any application to lift the 
bonds on these trucks in storage ? 

Mr. McCoy. I think it should be made clear, Mr. Chairman—— 

Mr. Bonner. If you did, I would like to know from whom you 
received it. 

Mr. McCoy. I think it should be made clear that we received re- 
quests for importation before we made the present general exemption ; 
we received application from time to time from those who wished to 
import property. Some of them wanted that permission prior to 
buying, when surplus property was offered abroad. Others would 
apply from time to time, I believe, in connection with property they 
had previously bought, and had stored, perhaps in the United States 
under bond, or somewhere else. Some of this material was bought 
for purely speculative purposes, and it may have been stored in the 
country where it was purchased, or shipped to many places and kept 
there, in the hope that they would find a market of some kind for it. 

Before July 1, 1949, many buyers of surplus property abroad 
brought it back to the United States, put it in bond with the hope, 
I suspect, that they would either find an export market in some foreign 
country after repairing it and rehabilitating it, or at some time or 
other its importation into the United States might be permitted. 

I think they were taking a speculative chance, as all businessmen do, 
in this kind of business; that they would take their chance on what- 
ever methods they could dispose of it to their advantage. 

Mr. Bonner. Mr. Lantaff, do you have any questions, sir? 

Mr. Lantarr. Yes; I have a couple of questions. 

May I see that list of the critical materials ? 

I notice that this list of critical materials, which you say served 
as your criteria in making the determination of whether or not any 
of these items should be brought back, lists metals and minerals, iron 
and steel, chemicals, and certain building materials. 

I do not see anywhere on this list of critical materials such items 
as trucks and motors. Now, under what theory did you permit the 
importation of those types of materials, since they are not on this 
critical list ? 

Mr. McCoy. They are manufactured of the materials on that list; 
that is, the basic materials list. 
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Mr. Lantarr. If it is manufactured out of that material, then you 
let it be brought in? 

Mr. Hatz. The determination includes nonagricultural items of for- 
eign excess property fabricated for defense use in whole or in part of 
critical materials. 

Mr. Lantarr. What finding did you make in determining that the 
importation of surplus tooth brushes from Germany was necessary 
to relieve domestic shortages and benefit the economy ¢ 

Mr. McCoy. We have on the critical materials list textile materials, 
such as nylon and hog bristle. 

Mr. Lantarr. Then under your theory you could bring in just 
about anything, and this reference to “let the bars down policy” is 
practically true? 

Mr. McCoy. Anything that has in it any critical material, con- 
structed wholly or in part of such materials. 

Mr. Lantarr. Well, you let smoking pipes in under the same theory, 
is that right; because they are made out of wood, and wood is in short 
supply ? 

Mr. McCoy. Well, that particular material, briarwood, I don’t 
believe is listed in here, and in my opinion would not come in under 
this list of critical materials. 

Mr. Lantrarr. Do you know that the Commerce Department per- 
mitted one of these people to import thousands of smoking pipes from 
Germany and put them on the market in competition with domestic 
producers ¢ 

Mr. Hare. Was that on a specific determination before this deter- 
mination was issued ¢ 

Mr. Lantarr. Yes, sir; I can give you the dates of it, if you want it. 

Mr. Beck. Well, in the case of these depots, in order to get a bid, 
they offered things in very large lots, where a man had to bid entirely 
on the lot. He had to bid on the entire thing. It was impossible many 
times to exclude things, and there might have been cases where if we 
did not approve it, it would mean that the Government could not 
secure a bidder for the whole lot. We did not think it was in the inter- 
est of the Government being able to dispose of something which they 
wanted to dispose of, if we held them back. In other words, we said 
“You can let this in, and not that,” and if we were to do that it got 
down to too fine detail. 

Mr. Lantarr. What Government are you talking about? 

Mr. Breck. Well, say in this case, some of these bases in Germany, 
where our own Government had advertised the sale of post exchange 
type material. 

Mr. Lanrtarr. These were bought. from STEG, smoking pipes, the 
German agency. Now, were you looking out for the benefit of STEG 
or were you looking out for the benefit of our country ¢ 

Mr. Beck. I don’t believe I know of the case. 

Mr. Lantarr. Well, let us review the questions asked of the witness : 


Mr. Bonner. Will you inform the committee and tell us just what your 
transactions were? 

Mr. Rostnson. We had some tooth brushes. We had some mess kits. We 
had some Halizone tablets, crocus cloth, also known as sandpaper. That is all 
I can think of at the moment. When I come to them I will be glad to tell you 
about them. 

Mr. Bonner. They were materials bought and sold here in America? 
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Mr. Ropinson. They were bought in Europe. Some were sold in Europe and 
some sold here. 

Mr. Bonner. Whom did you buy it from? 

Mr. Rostnson. From STEG and other people in Germany. 


Then further down: 


Mr. Bonner. The goods you have named that you purchased abroad? 

Mr. Rosrnson. We did not import them. We just sold them as is and where 
is in Germany. The people who purchased them from us imported them in 
here or sold them somewhere else. Some of this material went all over the 
world. 

Mr. Lanrarr. Then it goes on further: 

I thought of another item now—smoking pipes. We imported some smoking 
pipes. We brought them over for somebody else’s account. He refused to 
take them and we took them ourselves and sold them over here. 

Mr. Bonner. Were they surplus? 

Mr. Roptnson. Yes. 

Mr. Bonner. Did you get a permit to bring that surplus back? 

Mr. Rogsrnson. Yes, sir; we did. 

Mr. Bonner. Do you remember the year and the date? 

Mr. Rositnson. It was gotten last year, 1950. 

Mr. Bonner. Approximately what part of the year? 

Mr. Rowinson, I would say about August or September. 

Mr. Bonner. August or September of last year? 

Mr. Rosrnson. That is right. 

Mr. Bonner. That was solely smoking pipes? 

Mr. Rosrnson. That is right. 

Mr. Bonner. Nothing but pipes? 

Mr. Rosrnson. Nothing but smoking pipes. 

Mr. Hate. Could we have those names? We don’t have a file on 
that particular matter with us, but we would be glad to check up 
on that and see if we can find specific documents on it, 

Mr. Lanrarr. Then it goes on further down: 

We sold one group of pipes to a concern called Sunray. I think it is the 
Sunray Drug Co. in Philadelphia. 

Mr. Bonner. Approximately what amount? 

Mr. Rogrnson. Fifty thousand. 

Mr. Harr. Does that indicate who filed the application and received 
the permit? 

Mr. Lanrarr. This testimony—I presume it is all right to read 
it——_ 
Mr. Bonner. Yes. 

Mr. Lantarr. —was the testimony of Mr. Robinson who was testify- 
ing before the committee, Mr. Sinclair Robinson, of New York City. 

Mr. McCoy. What is his firm name, so we can identify it ? 

Mr. Lanvarr. He is in New York City. 

Mr. Hare. But we have no indication as to what name the appli- 
cation may have been filed under. 

Mr. Bonner. You may give the full address. It is perfectly all 
right. 

Mr. Curtis. That information can be given by the committee. 

Mr. Lanrarr. You can get that name from the committee later on. 

Mr. Hate. We will be glad to review that specific transaction and 
see what we can find on it. We don’t have the file on that with us. 

Mr. Lanrarr. Under your interpretation of the law, don’t you 
think it was the intention of Congress that this surplus equipment 
which was sold to STEG should not be brought back in competition 

















Nt Cita lS ie 








DISPOSITION OF WAR SURPLUS PROPERTY 155 


with our domestic producers, unless there was a domestic shortage and 
it was necessary to our economy / 

Mr. Hate. That is right, whether sold to STEG or any other pur- 
chaser. 

Mr. Lantarr. And on these tooth brushes and pipes, when you let 
the bars down, you still had in mind the intent of Congress ¢ 

Mr. Hare. Yes, sir. That is why we limited the determination to 
articles fabricated out of critical materials for defense use. 

Mr. Lanrarr. And under that theory anything can be imported ¢ 

Mr. McCoy. No, sir. 

Mr. Hate. No, sir; it has to be fabricated out of critical materials, 
but generally speaking that is broad; there is no question about that. 

. Lantarr. Well, I presume Halizone tablets are manufactured 
out of critical materials ¢ 

Mr. Hate. I don’t know, sir, but our feeling was that the shortages 
in the United States were very widespread in a great many items 
and—— 

Mr. Lanrarr. That was after the outbreak of the Korean War. 

Mr. Hate. We did not take this general action until January 1951, 
after the President’s proclamation of an emergency. 

Mr. Lanrarr. All right. The subcommittee has before it evi- 
dence that Green Bros. Enterprises, Inc., of Chicago, imported 900 
surplus United States Army trucks in the latter part of 1946 or some- 
time in 1947 from the Philippine Government. These trucks were 
pure chased for $250 apiece, and were sold on the domestic market in 

Chicago and elsewhere for prices ranging from $2,500 to $3,000. 

It is our understanding that those were brought in under bond on 
the basis that they: were to be repaired and rehabilitated and reim- 
ported, and the phrase which I think the witness used was that the 
importers stood to lose their shirts, but. that the Department of Com- 
merce permitted them to sell about 200 of those vehicles to the Atomic 
Energy Commission. 

Now, whether or not that statement is true, I don’t know. It is 
merely information that has been furnished to the committee, and | 
would like to know what your records reveal with reference to that 
transaction. 

Mr. McCoy. I believe, Mr. Congressman, that those trucks were 
in bond at the time the Department of Commerce assumed responsi- 
bility for the Surplus Property Act in April 1947. 1 am not sure 
about that, but they may have been imported prior to that time. 

They applied to us for permission to import them into the country. 
We made a study, as we did at that time, under the 1944 law, of whether 
or not there was a domestic shortage, and whether they would be other- 
wise useful to the domestic economy. 

At the same time we had an application, I believe, or two, from some 
industries that wanted to use these trucks, indicating that there was 
a ready market for them here, and that they could not be obtained on 
the domestic market, at least within a reasonable time; and it was on 
that basis that we permitted the importation of those trucks into the 
domestic market. 

Mr. Lanrarr. Do you have those letters from business concerns? 

Mr. McCoy. It was our understanding that the contractor for the 
Atomic Energy Commission was one of the active buyers of this 
equipment. 
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Mr. Lantarr. Do you have those communications? 

Mr. Bonner. Give the names of the people who were interested in 
those transactions. 

Mr. McCoy. Let’s see. ‘This was Green Bros. Enterprises, Inc., of 
Chicago. 

Mr. Lantarr. They were the importers. 

Mr. McCoy. That is correct. 

Mr. Bonner. What is that address? 

Mr. McCoy. I don’t have it at the moment. We will get it. 

Mr. Lanvarr. You said you received letters from various people 
saying that these trucks were needed in America, because they could 
not buy trucks like this in America. 

_Mr. McCoy. Or could not get them within a reasonable delivery 
time. 

Mr. Lantarr. Who did you get those letters from? 

Mr. McCoy. From the prospective customers of this importer. 

Mr. Lanrarr. All right. Who was the prospective customer ? 
wan McCoy. The Weyerhaeuser Timber Co. was one, in Olympia, 

ash. 

Mr. Bonner. What is that address? 

Mr. McCoy. Olympia, Wash. 

Mr. Lantarr. What did they write? 

Mr. McCoy. They indicated that they were seeking to purchase 17 
of these vehicles. 

Mr. Lantarr. Do you have that communication from them, sir? 

Mr. McCoy. Yes, sir; I think it is in the files. 

Mr. Lanrarr. Who else? That was for 17 vehicles, and there were 
900 of them. 

Mr. McCoy. That was a buyer. 

Mr. Lantarr. That was a buyer? 

Mr. McCoy. Yes. 

Mr. Lantarr. Who else did you get a letter from? 

Mr. McCoy. Iam not sure. I can tell you in just a moment whether 
there were any other direct buyers who got in touch with us. 

Mr. LantaFr. Well, you said you made a finding that these were in 
short supply, and we find one company bought 17. 

Mr. McCoy. Well, we then, as usual, canvassed the makers of this 
kind of equipment, and according to the replies we received it indi- 
cated that this equipment was not in competition in any way with 
that of domestic manufacturers. 

Mr. Lantarr. Whom did you canvass? 

Mr. McCoy. Some of the machinery people in this field, notably 
the Oliver Corp., Caterpillar, and R.G. LaTourneau. They make that 
sort of equipment. 

Mr. Lanrarr. Did you contact the Diamond T people? 

Mr. McCoy. I am not sure whether we did that or not. We prob- 
ably did. 

Mr. Beck. I do not believe that Diamond T’s are in present produc- 
tion of 6-by-6’s. I think there is only one company at this time that is 
making that type and only on special order. There were no 6-by-6 
trucks in production at that time. 

Mr. Lantarr. Were these all 6-by-6’s ? 

Mr. Becx. Yes. They were needed for off-highway use, where trac- 
tors were not available, and I hoped that by using this type of truck 
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mig ane be able to get into the rough going and be able to do 
this job. 

Mr. Lanrarr. In other words, I understand from your testimony 
that you contacted the makers of this type of truck ? 

Mr. Beck. We made a survey of it. 

Mr. Lanrarr. Did you contact all the makers of this type of truck 
before making your finding? 

Mr. Beck. We did, at least through the Washington representatives. 

Mr. LantaFrr. Whom did you contact ? 

Mr. Beck. I do not have the files with me here for that period, sir. 

Mr. Lantarr. Just to save time, I would like to request that the 
file on the Green Bros. transaction in 1946 and 1947 be produced for 
the record in this case. 

Mr. Bonner. Without objection it is so ordered. 

Now, did you answer the quaten as to whom you contacted? Did 
you contact General Motors? I understand they made a good many 
of these trucks. 

Mr. Beck. Well, I asked for the exact time because we made a con- 
tinuing survey and if I can have the date you are interested in, it 
would be helpful. 

Mr. Lantarr. Your records ought to reveal when Green Bros. im- 
ported these 900 vehicles. 

Mr. Beck. When something is brought to this country under bond, 
that is done directly with customs, and we don’t know about that. 

Mr. Lantarr. You said that this outfit in Washington contacted 
your office. 

Mr. Becx. These vehicles were in the country before we even knew it. 

Mr. Lanrarr. According to the information the subcommittee has, 
these were imported in the latter part of 1946 or early 1947. 

Mr. Hate. The first application for release appears to be dated 
February 27, 1948. 

Mr. Lantarr. For release from what ? 

Mr. McCoy. From bond. 

Mr. Hate. From bond. 

Mr. Lantarr. They were brought in under bond ? 

Mr Hate. Prior to that time. 

Mr. Lantarr. What was the condition ? 

Mr. Hate. They were to be exported after being reconditioned. 

Mr. Lantarr. After being repaired or reconditioned ? 

Mr. Hate. Yes. 

Shortly after February 1948 what communications did you have 
with manufacturers to see what the supply was, Mr. Beck? 

Mr. Becx. Based on what I understood was the subocmmittee’s in- 
terest in 1950, I have the information from Korea on, but I did not 
bring the earlier material with me. 

Mr. Lantarr. I think the committee is interested in this. Congress 
passed a Jaw, the intent of which in my mind, was to keep this surplus 
property out of domestic markets unless certain conditions prevail. 

ow, we want to know how you arrived at the conclusion that in 
1947-48 there was a domestic shortage and that the importation of 
these 900 trucks was necessary and beneficial to the economy of this 
country. 

Mr. Hate. Yes, sir. 

Mr. Beck. I have only the 1950 files with me. 
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Mr. McCoy. Congressman, we can produce the others for you. 

Mr. LanraFr. Did you have a list of critical materials ? 

Mr. McCoy. No, sir under the Surplus Property Law of 1944, which 
was then administered so far as foreign sales were concerned by the 
Surplus Property Administration and later by the Department of 
State, there was a list of exemptions published from time to time, and 
in 1947, April 1947, there was a very extensive list of exemptions, 
including materials, many of which we have on our present Notice 1, 
as well as a considerable list of machinery, equipment, trucks, and 
other equipment which at that time was in short supply in this 
country. 

Later, about the middle of April, that list was drastically revised. 

Mr. Lanrarr. April of what year? 

Mr. McCoy. 1947. Many of those items of equipment, construction 
machinery and others, were taken off. 

Mr. Lanrarr. Yes. 

Mr. McCoy. But after that, when we took over the work of making 
recommendations for inclusion on this exempt list, in taking them 
off, we made a study of all these situations of materials in short supply, 
and whenever we found that any item on the list was beginning to be 
in free supply in the United States, and no longer in scarce supply, we 
took it off the list. Progressively through 1947-48 we removed items 
from that list until in 1949 there were only a few items remaining, such 
as scrap and just a few items that were still in scarce supply. We felt 
that we were obeying the true intent of the law by restricting these 
imports. 

Mr. Lantarr. So by 1949 you say the list had been reduced to—— 

Mr. McCoy. To a few items such as scrap. 

Mr. Lanvrarr. Such as scrap iron ¢ 

Mr. McCoy. That is right. 

Mr. Hate. That is indicated, I think, by Mr. MeCoy’s previous 
statement that from July 1, 1949, to July 1, 1950, which is the period 
of most greatly eased conditions since the war, there were only 54 
approvals. 

Mr. Lantarr. Let me get this straight. You say that by 1949 your 
list had been revised to where you would not permit the importation 
of this surplus equipment from Germany, other than certain serap 
iron. 

Mr. McCoy. Mainly scrap items, by that time. 

Mr. Lanrarr. All right. Mr. McCoy, the subcommittee has before 
it evidence that in 1948 a Mr. Brenner bought in Germany 1,900 motors 
and brought them in under bond to have them reprocessed and ex- 
ported and that in 1949 the Department of Commerce released the 
bond and authorized him to sell those White motors on the domestic 
market. 

Mr. Beck. That is a very small part of the story, sir. 

Mr. Lanrarr. Well, that is the story we have before us. 

Mr. Breck. They were not released for sale on the market, they were 
released under extreme restrictions—they could be used not to replace 
automobile engines, they could only be released on applications under 
a screening procedure which we set up, and they were not finally re- 
leased until perhaps a month or so ago. 
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Mr. Lanrarr. All right. Let’s refer again to these motors that 
were advertised for sale by this importer in 1949. He sold them all in 
Texas, to Texas dealers in 1949. 

Mr. Breck. No. 

Mr. Lanrarr. I cannot reconcile the statement of Mr. McCoy that 
in 1949 the only thing you authorized for importation was scrap. 
Now, do you have complete records on that transaction / 

Mr. Breck. Yes, indeed. 

Mr. Lantarr. Do you know the company about which I am talking? 

Mr. Becx. Yes. indeed. I know of the entire transaction. 

Mr. Lanrarr. Will you produce those records ? 

Mr. Beck. I will be glad to. 

Mr. Lanrarr. That is all the questions I have. 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. Yes. First, I would like to get some general informa- 
tion, if I may. You determined that there were two different items 
that were critical, one was manufactured items and the other was 
critical materials, is that correct ? 

Mr. McCoy. Yes, sir. before we put out this general exemption on 
products made from critical materials. 

Mr. Curtis. Well, now, in other words, this January 1 or January 
10 list that you are talking about is just for critical materials? 

Mr. McCoy. That is right. 

Mr. Curtis. Now, did you also have a list of the critical manufac- 
tured item ¢ 

Mr. McCoy. No, sir; not after July 1949. 

Mr. Curtis. July 1949, was the last time you had critical—— 

Mr. McCoy. A published list, Mr. Curtis. You see, up to July 1949, 
under the Surplus Property Act, there was a so-called list A. That 
was a list of individual items which could be imported, that were 
exempt from the provisions of the law and could be imported. 

Now, under the new law in July 1949, all materials were prohibited 
from importation, except where the Secretary of Commerce, in the case 
of nonagricultural materials, had made a determination that they were 
in short supply. 

Mr. Curtis. What I am trying to get at—wait a second, let me try 
and ask the questions, and I will try to phrase them so that you can 
answer them—what I am trying to get at is this critical material, 
raw materials is one thing and a manufactured article is another. 
That is true? 

Mr. McCoy. Sure. 

Mr. Currts. Now, an article that might be manufactured out of 
critical materials would not help at all, so far as the critical material 
shortage in this country is concerned, isn’t that a fair statement ? 

Mr. McCoy. No, I would say that anything manufactured out of 
carbon steel, alloy steel, tungsten, or tin, would be useful here because 
it would displace—— 

Mr. Curris. You mean scrap? 

Mr. McCoy. No, sir; I mean manufactured articles that could be 
put to use in this country. 

Mr. Curtis. Wait a minute. That is just what I am trying to get 
to. In other words, the only basis on which it might relieve a critical 
material shortage is as to what its value might be as a manufactured 
article. 
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Mr. McCoy. Yes, that is right. 

Mr. Curtis. That is what I am getting around to. Now, the ques- 
tion is this: in preparing your critical materials list didn’t you do some 
sort of coordination so far as manufactured materials were concerned ? 

Mr. McCoy. Well, the critical materials list was issued under the 
provisions of the Defense Production Act and really at the time that 
was prepared had no relation to the Surplus Property Act. 

Mr. Curtis. Well, now, wait. Answer my question, please. I think 
you do not have to go around Robin’s barn to do it. I am just asking 
you what method you use in determining your critical materials for 
consideration of what manufactured articles would really assist in the 
relieving of shortages. Did you have any answer to that? First, did 
you have a method ¢ 

Mr. McCoy. Of coordinating the materials list with the manu- 
factured list? 

Mr. Curtis. That is correct. 

Mr. McCoy. We have only the material list. We have no manufac- 
tured list. 

Mr. Curtis. Then the answer is “no,” you did not have any method 
- coordinating manufactured materials to your critical materials 

ist ? 

Mr. McCoy. No, sir; if you want to put it that way. I would say 
that we determined that manufactured articles produced wholly or 
in part of critical materials listed should be exempt and imported. 

Mr. Curtis. I don’t want to belabor the point, but I would have 
liked to have gotten the answer. Let me try it this way: You say 
you have on the critical materials list that nylon and bristles are short. 

Mr. McCoy. That is right. 

Mr. Curtis. And then there are a lot of toothbrushes that needed 
tocome in. Now, that was true because in order to make those tooth- 
brushes in this country it would take nylon and bristles to do it, there- 
fore you let the toothbrushes in? 

Mr. McCoy. Exactly. 

Mr. Curtis. It is entirely possible, is it not, that we might have an 
oversupply of toothbrushes, so that you would not need to have tooth- 
brushes come in, they would not be used, the nylon and bristles, because 
the toothbrushes are here already manufactured and stored in ware- 
houses. 

Did you have any method of coordinating that ? 

Mr. McCoy. I would say “no,” so far as your particular question 
is concerned. 

Mr. Curtis. That is all I want to know. I want to get along. I 
am developing something and I am just trying to get this clear in my 
own mind. 

Now, then, in determining this critical materials list, how did you 
determine the need in this country? What was the machinery you 
had set up in the Department of Commerce for that, just generally ¢ 

Mr. McCoy. The National Production Authority has a constant 
review of the demand and supply situation on all these materials for 
military and civilian demand, and we arrive at a determination that 
the supply is inadequate to meet our demands. 

Mr. Curtis. All right. How about foreign aid, does that fit into 
the picture, too ? 
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Mr. McCoy. No, sir; not directly into that, although part of the 
total requirement for a material is what we have to supply for our own 
defense, as well as for military requirements. 

Mr. Curtis. In other words, as I see it, you have domestic, you have 
military, and you have whatever forei ign aid is necessary ? 

Mr. McCoy: Export and foreign aid. 

Mr. Curris. Those are the three items that you would get into. So 
you have the military people in on this, I presume, in preparing these 
critical items. 

Mr. McCoy. Yes, sir. 

Mr. Curtis. And you must have on raw materials, certainly, esti- 
mates from the economic groups in this country on that? 

Mr. McCoy. Yes, sir. 

Mr. Curtis. Now, I want to direct a question at Mr. Hale—is it Mr. 
Hale? 

Mr. Hatz. Yes, sir. 

Mr. Curtis. When Mr. Bonner asked you this question, I don’t know 
what he said over the phone, but he intimated that your lack of inter- 
est in the over-all economy in the United States was that you fell back 
on the fact that you were limited by statute in what you were doing; 
is that correct ? 

Mr. Hate. Well, the decision to let this material in or not to let 
it in is related under the statute only to the domestic needs and do- 
mestic short supply and whether it is beneficial to the economy of the 
country. 

Mr. Curtis. Well, I understand that. But I am now getting at 
this, in considering the statutory protection there, do you consider 
this over-all policy of the needs of not only the domestic market, the 
military and foreign aid, is that what you are considering ? 

Mr. Hare. Yes, sir.. In other words, if material is taken out of 
the domestic economy for a foreign-aid program, that means there is 
just so much less for the ordinary consumer. It is just one more 
demand. 

Mr. Curtis. Yes. In your consideration of the word “economy,” 
do you think the dollar has anything to do with economy ? 

Mr. Hatz. Well, I think when the words “beneficial to the domestic 
economy” were used in the statute—— 

Mr. Curtis. I am asking you. 

Mr. Hate (continuing). I think it would be wrong to interpret 
that as meaning we should apply this statutory authority solely for 
the purpose of saving the disposing agency some money. 

Mr. Curtis. What do you think a dollar is? I want to know what 
your idea of a dollar is. What is it? It is a medium of exchange, 
it is a measure of materials and manpower, isn’t it? Isn’t that what 
a dollar is? 

Mr. Hate. Well, let me give you an example of what I think, and 
why I think it would be wrong for us to interpret this statute in this 
way. Supposing the military or disposing agency told us they had 
some surplus property they wanted to sell in Germany, that they 
could get either of two prices for it, they could get $100,000 if it could 
be brought into this country or they could get $10,000 if it could not 
be brought into this country. So we considered the application and 
we found that there was plenty of that stuff in this country, in fact, 
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there was a surplus, and the manufacturers’ production lines were 
running at half the normal rate, I would say that under those cir- 
cumstances if we authorized the importation of that material so that 
the Army could realize $100,000 on the sale instead of $10,000, that 
we would not be relieving a domestic shortage, we would not be bene- 
fiting the economy of this country. True, we would not be making an 
extra $90,000 for the Army, but the purpose of the act—— 

Mr. Curtis. Well, I don’t want to take an example too far, but just 
on that, on the face of it, it obviously falls flat because if there was 
a surplus in this country it would not have a market of $100,000 over 
here and $10,000 there. In other words, I don’t see how you can even 
attempt to discuss economy unless you are talking about the dollar, 
and then we are getting right around to this thing, because in the 
statute itself, as you read it, it says, “something beneficial to the econ- 
omy of the country.” That means considering all these things. 

Now, then, we get right around to this next question, and you will 
see what I am driving at, I think: 

If you have got a situation where the Army has got certain surplus 
property over in Europe and then brings it over to this country, and 
you people take off the limitations on restrictions on that property 
and the Army goes into the market over here and buys some of that 
same material back at tremendous prices, I am asking you where you 
think that is beneficial to the economy of this country. Because that 
is what was done. 

Mr. Hate. Well, sir, if the Army had brought it back itself, of 
course, this probably never would have come up, but I take it what 
happened was that the Army in 1947 perhaps—— 

Mr. Curtis. No; we are talking about 1950. 

Mr. Hare. Well, as I understood it—— 

Mr. Curtis. You people like to deal in generalities and I want you 
to get down to scine specific cases. Now, this happened in 1950. 

Mr. Hare. My understanding, sir, is that the sale to STEG took 
place well before 1950. 

Mr. Curtis. It was a conditional sale and we have the right to re- 
‘apture it. Apparently nobody seemed to be interested in our rights, 
the Government’s rights, on this thing. The fact remains that the 
Army needed this material, and it was allowed to be shipped into this 
country for repair and reconditioning. You people took the bond 
off and you allowed these people to sell it right back to our Govern- 
ment, and in some instances right back to the Army itself. 

Mr. Hate. Sir, taking the situation where a private individual had 
bought, say, some trucks 

Mr. Curtis. Well, let us take this specific case, take this case. 

Mr. Hare. What is the case, sir? 

Mr. Curris. Trucks and truck parts. 

Mr. Hare. Well, I don’t know when these particular trucks were 
bought from the Army. 

Mr. Curtis. Let us say they were bought in November 1950, an actual 
date. 

Mr. Hate. I question whether the Army sold any trucks in 1950, 
My understanding is that the 

Mr. Curtis. Did the Army have need for trucks in November 1950, 
and Diamond T trucks? Let us be more specific. 
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Mr. Hate. I believe they did, sir. I don’t know that for a fact, 
but I believe they did. 

Mr. Curtis. Yet your department, as I understand it, in deter- 
mining the needs of this country talked to the Defense people and 
talked to the Secretary of State, I presume, and on that basis you 
said that certain things were critical, and yet you did nothing in your 
coordination to actually get this property that belonged to the United 
States. 

You allowed private individuals to get in and bring it into this 
country and sell it at enormous profits to the Government, when we 
«lready owned them in the first place. 

Mr. Hate. My understanding is that in October 1950 that property 
was owned by a private individual. 

Mr. Curtis. You don’t know who owned it? Did you study, or 
anyone you know in the Department of Commerce, make a study of 
who owned the property ? 

Mr. Hare. No, sir. The application that came in to us 

Mr. Curtis. I am just asking that one question. Did anybody in 
the Department of Commerce, that you know of, make a study of it 

Mr. Hare. It is stated in the application as to who owns a par- 
ticular piece of property that is being brought in. If a private indi- 
vidual 

Mr. Curtis. Wait, please, let me ask the questions. I will try and 
let you answer, but I am trying to get specific information. 

In your determination about the needs of this country did you con- 
sider—certainly you and the Army and the Secretary of State or the 
State Department should have considered—who owned property that 
was surplus in Europe, because that is what you are talking about. 
Now, do you know whether anybody discussed that matter of owner- 
ship of this surplus property 4 

Mr. Hare. We did not consider any applications for—— 

Mr. Curtis. I am not asking that. I am asking whether anybody 
in the Department of Commerce, when you were coordinating this 
and determining the needs, discussed who owned the surplus property. 

Mr. Have. What I am trying to say, sir, is 

Mr. Curtis. Now, that is a yes-or-no question. Was it discussed ? 

Mr. Hare. No; it was not discussed. 

Mr. Curtis. It was not discussed ? 

Mr. Haxz. Let me tell you why, if I may. May I, please? 

Mr. Curtis. Let me try and get these questions. I am not trying 
to cut it off, but I am trying to get specific answers to them. So far 
as you know that was not in the discussion. Now, would you have 
participated in such discussions ? 

Mr. Hare. Well, sir, I find it impossible to answer the question 
because you will not let me finish my statement. 

Mr. Curtis. Well, I think the question is plenty clear and it is 
simply whether or not first you had discussions and then you said 
“No.” That is right. That is an easy question, you either had dis- 
cussions or you did not. You either opened your mouth or you did 
not open your mouth on it. 

Mr. Hare. We discussed this determination before it was put out. 

Mr. Curtis. I am asking you whether you discussed the ownership 
of the surplus property, who owned it. Was that discussed ? 

Mr. Hae. No, sir; it was not discussed. 
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Mr. Curtis. All right. 

Mr. Hatz. May I say why? 

Mr. Curtis. I am not asking why. I am asking whether it was. 
Now, had it been discussed, would you have been in on it ¢ 

Mr. Hatz. Sir, the statute only 

Mr. Curtis. Now, that is a yes-or-no question, please. Had it been 
discussed, would your duties have meant that it would have been 
discussed with you ? 

Mr. Hate. Yes, sir. 

Mr. Curtis. So that if it was not discussed with you, then un- 
doubtedly it was not discussed in the Department of Commerce. 

Mr. Hate. That is right, for a reason I would like to tell you. 

Mr. Curtis. I will let you get to your reasons when the time comes. 
I am trying to follow my line of thinking to get this information out. 

Now, when the Army, or someone from the Army would sit in 
with you all, when you decided what was needed with some representa- 
tive from the United States Army, would it be the Defense Depart- 
ment, or how would that be? 

Mr. McCoy. You are talking about the requirements that led up 
to this? 

Mr. Curtis. Yes. 

Mr. McCoy. Yes, sir; the Munitions Department, the Department 
of Commerce, and the NPA and others reach an agreement on the 
supply-and-demand situation on these materials. 

Mr. Curtis. Yes. 

Mr. Hare. That would be generally speaking. 

Mr. Curtis. In determining the needs they would, or somebody 
would apply to you to find out what the United States Government 
owned; would they not? 

Mr. McCoy. I don’t know that that ever came up. 

Mr. Curtis. Would you know whose job it would be to determine 
that? Would it not be the Department of Commerce’s job to deter- 
mine what the United States owned or what they did not own? 

Mr. McCoy. With regard to these materials, what the Government 
owned, I would not say that that would affect our determination on 
this particular thing at all. 

Mr. Curtis. Now, I will let you do some explaining. You see what 
I am driving at is this: you are talking about the needs of the Gov- 
ernment and certainly in discussing the needs of the Government you 
have got to know what the Government has. 

Now, the whole question of this surplus property is, that it was not 
an outright sale, but it was a conditional sale that had rights of re- 
capture and how could you possibly have determined the needs of the 
United States without knowing what they owned. 

Now, then, please explain that, if you can. 

Mr. McCoy. Mr. Curtis, may I say with respect to the determina- 
tion of what the Government needs in terms of iron and steel and 
these other materials for its defense program, what the essential civil- 
ian industry needs, that what the Government owns abroad or here, 
is not taken into consideration by us. It may be that the Munitions 
Board and others who are responsible for developing their require- 
ments take that into account, but in our discussions with them 

Mr. Curtis. In your discussions—— 

Mr. McCoy (continuing). It never came up. 
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Mr. Curtis. It never came up as to what was owned ¢ 

Mr. McCoy. That is right. ; 

Mr. Curtis. And, of course, you can see the pertinency of the thing, 
because here is this material, and we are talking about the statute as 
you quoted it to me, “beneficial to the economy of the country,” and 
we are talking about materials that are coming in, surplus property 
that is coming into this country from abroad, and we are talking 
about the over-all economy, and here is property of the Govern- 
ment itself actually owned or could have reclaimed. 

Mr. Hate. No, sir. 

Mr. Curtis. Yes, they could have. 

Mr. Hare. Well, I don’t know whether they could have reclaimed 
it or not. 

Mr. Curtis. They are doing it now. 

Mr. Harz. This statute only applies to surplus property which has 
been sold. 

Mr. Curtis. Do you know what the world “sold” means? Do you 
know there can be such a thing as a conditional sale, and certainly 
in the whole Government surplus-property program, certainly to our 
civilians and our own institutions, there were conditional sales with 
definite rights to recapture, and certain limitations on the use of it, 
and even this contract with STEG, a German corporation, was much 
more liberal with the Germans than our contracts with our own 

ple and own institutions? It had a lot of restrictions in it, and the 
Jepartment of Commerce evidently was not even aware of that, is 
that correct ¢ 

Mr. McCoy. No, sir, we would not be aware of that. We do not 
deal in that field, at all. 

Mr. Curtis. This is not in terms of criticism. I think you may mis- 
understand what I am trying to do; I am trying to get information, 
and if the Department of Commerce does not do it, I want to know 
who does. The answer seems to be that nobody does, and that is why 
a legislative group like ours is interested. Maybe the law was not 
written right. 

Mr. Hate. Could I put it this way, sir, that to whatever extent 
recapture is possible, that is the responsibility of the Commissioner 
or the Army, whichever it may be, in Germany, to get it back. 

Mr. Curtis. You all could have assisted in it by not letting the bars 
down, if you please. 

Mr. Hare. But as I understand it, once the property is four or five 
sales removed 

Mr. Curtis. Aren’t you interested in the over-all problem? Sup- 
pose it was not actually in your province, but you did know something 
was going wrong, would you just sit on your hands and do nothing? 

Mr. McCoy. As a matter of fact, I think this large exemption here 
provides a better deal all around for the Government in disposing of 
things which it does not need. Now, as to whether they need it or not. 
is something I could not render judgment on, but if it is surplus, and 
they don’t need it, and there is a need for it here, the fact that it can 
ve imported into the United States and can be put to useful purposes 
vere can 








Mr. Curtis. You see our difference lies in the fact that you use a 
lot of terms to me. I want to get down to the meat of it. Like yes- 
terday, everybody was talking about freezing. It is a fine term, but 
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when you get right down to it, it doesn’t mean anything, and when you 
get right down to the definition of surplus, that did not mean any- 
thing ‘either, 

What I am getting down to is the physical material, and the fact that 
physical material was owned by the United States and then sold back 
to the United States at tremendous profit. 

Now, that is not surplus, if the United States itself is going to be 
buying it back. Now, the terms mean nothing. I am just trying to 
figure out whether the Department of Commerce is set up On an or- 
ganizational basis where they might be able to counteract or serve as 
a check on this, and from your testimony it is very obvious that not 
only are you not set up to do it, but even if you saw it I don’t think 
you would have done anything about it. 

Now, that last maybe is a little unfair. 

Mr. McCoy. It is a little difficult to intervene in things that are not 
your legal responsibility, but we did find it desirable, from time to 
time, to check with the Department of Defense about certain applica- 
tions to import surplus material, to be sure that perhaps there might 
not be a need somewhere in the United States for it. It wasn’t our duty 
to do that, but we did make an occasional check to be sure about it. 

Mr. Curtis. I have just one final comment here. In answering one 
of the questions, I believe it was you, Mr. McCoy, who said, of course, 
these people were speculators, when you bring this property in and 
store it. 

Mr. McCoy. Sure. 

Mr. Curtis. A speculator always tried to reduce his odds—his specu- 
lative odds—does he not? 

Mr. McCoy. He certainly does. 

Mr. Curtis. So, certainly a speculator who had property over here, 
under bond, for repair, was most anxious to get that bond removed, 
because then he could sell it on this market over here, and he is going 
to do everything he can to reduce those odds against him, isn’t he? 

Mr. McCoy. Yes. 

Mr. Curtis. He is going to try to get that bond removed. 

Mr. McCoy. He is going to try to get it imported into the United 
States, certainly. 

Mr. Curtis. Well, he has got it in the United States in the ware- 
houses here, but it is under bond. Now, then, you people have testi- 
fied that nobody bothered anybody in the Department of Commerce 
about getting those bonds removed, although here was all this prop- 
erty sitting over here, and it was certainly to their advantage, their 
tremendous financial advantage, to have that removed. It is just 
unbelievable, knowing American businessmen that that could have 
occurred, and I want you to reconsider your answer, and tell me 
whether or not anybody did come into you people in the Department 
of Commerce and ask to have that bond removed. 

Mr. McCoy. Perhaps we used a bad choice of words. What has 
been happening is that those who owned property, either abroad or 
in bond here, have been asking us from time to time to import their 
specific consignment. 

Mr. Curtis. Yes; to get that bond removed, haven’t they? 

Mr. McCoy. Well, it’s to reimport 

Mr. Curtis. To get it removed. Yet, when Mr. Bonner asked you 
that question, you said no one did. Let’s get right down to it. Mr. 
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Bonner asked you that question, and you said no one came in, that 
you just did it of your own free will. If they did, who came in to see 
aect 

Mr. Hare. What I was doing in answering that question was an- 
swering whether anybody asked us to include in the general deter- 
mination the provision about the general release of the bonds. I 
did not have in mind the question whether anybody individually had 
come in or filed an application. 

Mr. Bonner. Answer the question, who did come in, since I asked 
it and I received no answer. Now, who came in? 

Mr. Hae. This would be in respect to the individual 

Mr. Bonner. Give the answer to who went up there. It is apparent 
to this committee that this material was just brought in under bond 
until it filled the warehouses to bulging over, and the pressure got 
so great that you had to do something. Who did come in? Give us 
the name of the people who visited the Department of Commerce with 
respect to releasing these bonds. 

Mr. Hare. Mr. McCoy has already testified that there had been a 
great many recent approvals, A number of those were in connection 
with bonded items. 

Mr. Curtis. Specific items. 

Mr. Hate. New importations. 

Mr. Bonner. It is just as apparent to the committee that importers 
also have shortages of supplies, with some exporting to the importers. 
I want to know who visited the Department 

Mr. Beck. We are baflled about these statements of these warehouses 
being full of materials under bond. 

Mr. Bonner. We don’t care whether you are baflled or not. Just 
tell us who did come to the Department of Commerce. 

Mr. Breck. We were giving applications 

Mr. McCoy. Just a moment, Mr. 

Mr. Bonner. Well, you may be bafiled as to whether the statements 
are right or not, but tell us who came to the Department of Com- 
merce. 

Mr. McCoy. Mr. Chairman, I think we will have to get our record 
of the individual companies which asked for permission to import. 

Mr. Bonner. Released from import. 

Mr. McCoy. Release to import ¢ 

Mr. Bonner. They already had it in this country. 

Mr. McCoy. We wouldn’t know sometimes. Well, we would 

Mr. Bonner. If I had this stuff in the warehouse here, and I wanted 
to sell it, I would go to the Department of Commerce, if I was a busi- 
nessman 

Mr. McCoy. You would ask permission 

Mr. Bonner. I want to know who went there. 

Mr. Hau. Here is one application, David B. Kaplus, of New- 
ark, N. J. 

Mr. Bonner. Who is Mr. David B. Kaplus? This is like pulling 
out teeth here this morning. 

Mr. Hatz. David B. Kaplus, Inc., Newark, N. J., used trucks and 
equipment. We have here a letter dated July 12, 1950. His office 
and yard are on U. S. Highway No. 1 and Haynes Avenue, Newark 5, 
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N. J. He states that in April 1950 he purchased 59 trucks from 
STEG— 


which we have imported into the United States, and which is presently located 
on our premises in Newark. This is Army war-surplus material and represents 
very heavy-duty trucks and is only fit for off-the-highway work. 

Mr. Bonner. How many did he have? 

Mr. Hate. In April 1950 he purchased 50 of them. 

Mr. Bonner. How many did he have in bond at the time he was 
trying to get the bond released? He gave you a memorandum of it, 
to be sure. 

Mr. Haug. Fifty. Our advice is he had 50 under bond, which 
arrived, according to this memorandum of July 11, about June 28, 
1950. These were 50 six-by-six Mac trucks, 27,000 pounds each. 

Mr. Bonner. Did he state whether he had any additional ones in 
bond? 

Mr. Hate. I understand he later came in with a request for impor- 
tation of some additional ones, but these were the only ones under 
bond. 

Mr. Bonner. Let me get this. I have a lot of patience. This man 
came to see you; he had 50 trucks that he wanted you to release. Did 
you ask him how many more he had? I mean, you must have had 
some conversation. 

Mr. Beck. His statement at the time was they were in his yard. 
He invited us to come up there and inspect them. That was all he 
had at the time. Later he did come in with applications for another 
shipment to be purchased. 

Mr. Bonner. That is Mr. Kaplus—what’s his name? 

Mr. Hate. David B. Kaplus—K-a-p-l-u-s. 

Mr. Bonner. He is now in Germany trying to get some more sup- 
plies is the information of this committee. He is with Mr. Klein over 
there. Did Mr. Klein ever come into your office? 

Mr. Beck. I have no file under Mr. Klein’s name. Do you have a 
firm name for him? Do you have a firm name under which he does 
business ¢ 

Mr. Bonner. Oakland Truck Sales, of Pittsburgh. He is one of 
the biggest operators. ‘Tobe sure, he has shown a little interest around 
the Department, hasn’t he? 

Mr. Beck. I have no file by that name. 

Mr. Bonner. Oakland Sales Corp., Pittsburgh. 

Mr. Beck. I have no file. 

Mr. Bonner. Allright. Did Mr. Paul Griffith ever come in and ask 
about this? 

Mr. Beck. Not to my knowledge. 

Mr. Bonner. Mr. Polletti. 

Mr. Beck. No. 

Mr. Bonner. He, then, is the only man that came in to see you? 
We are going to have these witnesses here and put them under oath, 
and I am going to ask all these witnesses these questions. 

Mr. Beck. Tweed have to check the complete files, sir. I don’t 
believe you want me to take time for that at the moment. 

Mr. Bonner. Did he go in to see the Secretary ? 

Mr. Hatz. No; not that I ever heard of, sir. 

Mr. Bonner. Do you have any record you keep of who comes in and 
who goes out ? 
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Mr. Hate. Yes, sir; Ill find out from the records what names you 
have in mind. 

Mr. Bonner. I want the names from your record of everybody who 
has been in there to ask you to release the bond under which property 
that was imported was subject to. 

Mr. McCoy. Mr. Chairman, I am afraid we are not answering your 
question here with regard to the people who have applied to the 
Department for permission to import. Could we develop that com- 
plete record for you from our files? Do you want a list of those ¢ 

Mr. Bonner. I want a list of people who made a personal appear- 
ance. 

Mr. McCoy. How far back would you like to have such a record? 

Mr. Bonner. I want it certainly from the beginning of 1950. 

Mr. McCoy. 1950. Yes; we will furnish that information. 

Mr. Hate. That is, people who have visited it personally. 

Mr. Bonner. You better make it 1949. 

Mr. Hare. January 1949. And that is limited to people who have 
come in personally ? 

Mr. Bonner. Péople who have come in. 

Mr. McCoy. Written and made application for importation ¢ 

Mr. Bonner. Sir? 

Mr. McCoy. All who have made application for the importation of 
equipment. j 

r. Bonner. Yes; and particularly those who wanted to be relieved 
of the bond required. 

Mr. McCoy. Who had material in bond in this country. 

Mr. Bonner. Material in bond, and I want those who have written 
making requests. 

Mr. McCoy. All right, Mr. Chairman, we will get that list for you 
from our records. 

Mr. Curtis. I have one more question. 

Mr. Bonner. Excuse me. I have just asked the questions you had 
been asking, and you and I couldn’t get the answer, so you go right 
ahead now. 

Mr. Curtis. I have just on final question. Do any of you three 
gentlemen know anything about George Dawson ¢ 

Mr. McCoy. I have no personal knowledge of that gentleman what- 
soever. 

Mr. Hare. Nothing except having heard of him yesterday at the 
hearing. 

Mr. Curtis. Do you know anything about him? Do you know him 
personally around the Department of Commerce? 

Mr. McCoy. I didn’t know anything about it, not until I sat in the 
hearing here yesterday. 

Mr. omen Mrs. Harden. 

Mrs. Harpen. Mr. McCoy, what date were the bonds lifted ? 

Mr. Hate. Well, the general relaxation was January 9, 1950. Indi- 
vidual appmenieene were approved frequently before that, on differ- 
ent dates, but the general action was January 9, 1951. 

Mrs. Harpen. At that time, how much material was in this country ? 

Mr. McCoy. I don’t think we know, or had any accurate statement 
of the amount. Some of the customs offices have informed us, I be- 
lieve, of the presence of material. I will ask Mr. Beck whether he 
knows how much was actually in bond, of this type of surplus. 
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Mr. Brox. Such applications did not come to us. Under the law 
they were handled directly by the Bureau of Customs. 

Mrs. Harpen. Then, you permitted these bonds to be released with- 
out knowing to what extent or what amount it would affect the econ- 
omy of our country ¢ 

Mr. Beck. We have had individual applications for the release of 
equipment under bonds and, to the best of our knowledge, there was 
very little stock remaining in bond, because we were licensing that 
sort of thing to importers. It wouldn’t be in great quantities of mate- 
rial. We have never heard of any until this hear ing. 

Mrs. Harpen. Then I should like to ask you who made the decision 
to lift these bonds? 

Mr. McCoy. We made it in the Department of Commerce, recom- 
mended it to the Secretary—myself and Mr. Beck—after consultation 
with our various industry divisions in the Department of Commerce 
regarding the scarcity of not only materials, but the shortages in 
some of the manufactured products. We arrived at a determination 
that the importation of surplus materials, as well as equipment, would 
be beneficial to the economy in this defense period, and recommended 
to the Secretary that we lift all limitations, or exempt importations, 
of surplus equipment that was constructed wholly or partially of 
crit aad materials. 

Mrs. Harpen. Did you agree just a while ago to furnish the com- 
mittee with a list of the people who requested that these bonds be 
relieved / 

Mr. McCoy. We were going to furnish you with a list of people who 
called at the Department of Commerce with reference to individual 
importations from bond, who had purchased material previously, and 
had put it in bond as well as those who had applied by letter to have 
permission to import the materials they owned, either in bond or 
expecting to buy abroad. These individual requests, of course, were 
made before the issuance on January 9, 1951, of the general exemption 
for items containing scarce materials. 

Mrs. Harpen. I am interested in knowing just who requested these 
bonds be released. 

Mr. McCoy. It was a number of people who were individually try- 
ing to get their own materials into the country. 

Mrs. Harven. Y es, | understand; and you are to furnish us with 
that list. 

Mr. McCoy. Yes. 

Mrs. Harpen. That is all. 

Mr. Suetiey. Mr. Lantaff, have you another question ? 

Mr. Lantarr. Yes. Mr. McCoy, we are more concerned with ob- 
taining these useful defense items for the defense effort, and in stop- 
ping this amazing traffic, than in criticizing past action of anyone. 
With this thought in mind, do you think it would be worth while to 
set up an interdepartmental committee composed of the Department 
of Commerce, the Department of State, and the Department of De- 
fense as members, to review the over-all defense requirements of the 
United States for these items? 

Mr. McCoy. It might be useful to do that, Mr. Lantaff, if we have 
some knowledge of what is now existing in depots available for sale, or 
what has been sold. There might be some advantage in discussing 
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these needs around the table. However, I should think that most of 
this material that is sold abroad is of probably more direct interest to 
the military services than it would be to civilian services, because most 
of it is highly specialized equipment, at least, military trucks, tanks, or 
obsolete equipment of that sort. 

Mr. LantarFr. But, at the present time, you are making unilateral 
decisions based on a domestic shortage, which is created by the Korean 
incident ? 

Mr. McCoy. That’s right, our decisions are based upon whether 
any manufactured material or raw material should be imported. 

Mr. Lanrarr. Because of this unilateral action, this equipment is 
coming back in to this country and is being sold back to Defense 
agencies. My thought was, if we had this interdepartmental agency, 
that type of traffic could be stopped. 

Mr. McCoy. May I enter a reservation and suggest I would like to 
talk with the Department of Defense on that, and give you an answer 
to it. 

Mr. Lantarr. All right. 

Mr. Hatz. Could I put it this way, sir: If any action we would 
take would assist in the Army’s recapturing this material, or assisting 
in making it more readily available to them abroad, then I think there 
would be considerable merit in our doing it. On the other hand, if 
the action we would take in keeping the material out of the country 
did not result in their getting it abread or here, that action would have 
no—— ; 

Mr. Lanrarr. Obviously, the Government needs it if they are 
buying it back. 

Mr. Hate. In other words, I assume it is better for the Army to buy 
it here than it is not to buy it at all; otherwise, they would not get it. 

Mr. Lanrarr. That is why I think an interdepartmental committee 
would be helpful. Your action is unilateral; and everybody is work- 
ing at cross purposes. 

Mr. Hatey. It is not completely unilateral, sir. There are constant 
discussions with the State Department. 

Mr. Lanrarr. The discussions have availed nothing. These pri- 
vate buyers seem to be much smarter than all of us in the Govern- 
ment, in buying this equipment, bringing it back, and selling it back 
to us. 

Mr. McCoy. I should like to discuss that and report back to you 
what our opinions are on the matter. 

Mr. Lanrarr. That is all I have. 

Mr. Suetxey. I would like to ask a couple of questions. As I un- 
derstand the testimony which has been given here this morning, the 
determination to lift the bond was made by some of you gentlemen 
present here. 

Mr. McCoy. Yes, sir. 

Mr. Hate. The general determination. on January 9, 1951, was 
made by the Secretary, but the individual applications, with the in- 
dividual lifting of the bonds, was made by Mr. Beck and Mr. McCoy, 
and, of course, the Treasury Department was the one who took the 
final step of lifting the bond. It was our action in granting the 
authorization to import which gave rise to the Treasury Department’s 
action in the technical act of lifting or canceling the bond. Do any 
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of you gentlemen have any recollection of the Secretary’s holding any 
conferences or meetings of the staff, when he was consdering estab- 
lishing a general policy on the bonds? 

Mr. Hate. No, sir; 1 discussed that with him. The matter had been 
under conside: ation for some time. In fact, the thought had arisen 
practically with Korea, should we let the critical materials in more 
generally? The matter was discussed around the Department at con- 
siderable length, and then the final document was written up in Jan- 
uary—late December and January. But there were general discus- 
sions tied in with the fact that the National Production Authority all 
this time was issuing more and more controls over scarce materials—— 

Mr. SHELLEY. Stop right there. I think you are coming to what I 
have in mind, and I will make myself very clear. I have been the 
head of a large organization made up of many facts, facets, depart- 
ments, divisions, and groups. Many times when important policy 
decisions were to be made, for the record I announce them, and to many 
people it appears it was just my decision; but I learned a long time 
ago, before a decision was arrived at, to call in many different people 
working with them—heads of divisions, departments, and groups— 
and kick the ball around from every possible angle. What I am trying 
to find out is, if such a practice was followed in the Department in ar- 
riving at the general determination; if such a practice, or anything 
similar thereto, was followed in arriving at the specific determination ; 
and were there any discussions with other departments of Government 
as to the need for it, the advisability of it, and what impact it might 
have on the economy of the United States at the present time. 

Mr. McCoy. Well, with regard to the general determinaton as to 
lifting it—permitting larger imports—that matter was surveyed by 
our own commodity and materials experts in the National Production 
Authority. And hon as a result again of conferences and discussions, 
Mr. Beck, in charge of the surplus property matter, recommended 
to me that we should exempt a large portion of surplus goods made of 
critical materials, and that recommendation was then made to the 
Secretary of Commerce. He acted on that proposal. So it was a 
meeting of minds of a large number of people in the Department. I 
don’t recall 

Mr. Suetiey. This is in the Department of Commerce? 

Mr. McCoy. The Department of Commerce. I don’t recall that 
there was consultation without outside agencies on the matter. I think 
there were discussions with the Customs Bureau which had the com- 
mission of doing the administrative job. 

Mr. Suetey. Were there any discussions with any representatives 
of the Army ? 

Mr. McCoy. I don’t recall any; no, sir. 

Mr. SHetiry. Were there any discussions with any representatives 
of the High Commission ? 

Mr. Beck. Our contacts were with the Surplus Property disposal 
officers of the services with whom we did consult from time to time, 
when we wished to ask for information about a sale. But on this 
general exemption 

Mr. McCoy. On this general exemption; no, sir. I would say the 
decision was largely made in the Department of Commerce. 

Mr. Suetiry. Was any effort made to make contact with property 
utilization officers ? 
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Mr. McCoy. Property utilization 

Mr. SuHettey. Property utilization officers. 

Mr. MoCoy. I believe not. 

Mr. SHetier. Does the Office of Defense Management make any 
effort to coordinate a problem of this kind between the agencies ? 

Mr. McCoy. The Office of Defense Mobilization ? 

Mr. Setter. Yes; Defense Mobilization. 

Mr. McCoy. Yes; it certainly does; but I believe that this was never 
brought to that Office’s attention, being considered something wholly 
within the jurisdiction of the Department and not necessarily one 
that needed to be brought to the attention of Mr. Wilson’s organization. 

Mr. Suetitey. Would you say that this matter had been coordinated 
to the fullest extent possible ? 

Mr. McCoy. Well, in my opinion, yes. I don’t think any particu- 
lar advantage would have been obtained, or any different results 
would have come about if we had had, say, an extensive interagency 
consultation, because I firmly believe we would have all! arrived at the 
same conclusion, that we should import materials of this kind or 
commodities manufactured from scarce materials. 

Mr. Suewiey. Very frankly, I think that is the thing that is lack- 
ing—coordination between the different departments. 

Mr. McCoy. It takes a lot of time, Mr. Chairman, to do the coordi- 
nating. 

Mr. SuHeitiey. You know sometimes it is much better to use a little 
more time and be careful. 

Now you say there were some conferences within the Department, 
when it came to granting the authority to lift bonds in specific cases, 
Is that so? 

Mr. McCoy. That’s right. Mr. Beck, as foreign surplus property 
officer, receives the application. 

Mr. Sueiiey. He receives the application that a bond be lifted for 
a specific amount of goods at a specific location / 

Mr. McCoy. That’s right. 

Mr. Suettey. You got that letter; then what happened from there 
on ¢ 

Mr. Beck. Well, if we saw fit to grant the application to import 
the material into the domestic trade, then we would give the man an 
approval of the importation application and give the customs officers 
acopy ofthat. It remained within the Customs as to 

Mr. Sueiiry. Let’s go back. How did you arrive at the frame 
of mind where you saw fit to grant it ? 

Mr. Beck. If it was a commodity coming within the machinery 
division, of which I am a member, I consulted with my own staff; if 
it was a commodity coming within the jurisdiction of another one of 
the industry divisions in the Department of Commerce, I consulted 
usually with the director of that division, or with the commodity 
expert handling that line, to determine the supply situation and 
whether it would be beneficial to let it come in or not. 

Mr. Suetiey. Do you hold personal consultations with the appli- 
cant ? 

Mr. Brecx. Only if they came into the office, or if there was some 
deficiency in their application, which caused us to go back to them 
for more information before we would consider the case. If we 
thought that the application might possibly affect a manufacturer’s 
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employment, making that type of material, then we consulted with 
the manufacturer also. 

Mr. Suetiey. All of these authorities to dispose were under Public 
Law 152, weren’t they? 

Mr. McCoy. That’s right. 

Mr. Hare. And the Surplus Property Act of 1944. 

Mr. Sue vier. Well, I mean the law now is 152, the old law was—— 

Mr. Hane. The old law still applies to sales made prior to July 1949, 
and there is still some of that material around. 

Mr. Suettey. Under Public Law 152, isn’t there a requirement in 
there that GSA be consulted on some of these ¢ 

Mr. McCoy. On the importation ¢ 

Mr. Hate. No, sir; the statute merely says, or the condition is, 
that— 

The Secretary of Commerce, in the case of any other— 
namely nonagricultural— 


commodity, determines that the importation of such property would relieve do- 
mestic shortages, or otherwise be beneficial to the economy of the country. 

Mr. Suetxey. I will read section 210 of Public Law 152: 

The Administrator shall submit a report to the Congress in January of each 
year, and at such other times as he may deem it desirable, regarding the adminis- 
tration of his functions under this Act, together with such recommendations for 
amendments to this Act, as he may deem appropriate as a result of the adminis- 
tration of such functions, at which time he shall also cite the laws becoming 
obsolete by reason of the reason of passage or operation of the provisions of 
this Act. 

J read that because that is an obligation imposed by the law on the 
head of the General Services Administration. 

Mr. Hate. And I take it, sir, it is limited to the administration of 
his functions. 

Mr. Suetixy. That is right. 

Mr. Hare. And I can well imagine his adopting the view that he 
would a have to cover the administration of other people’s functions 
under 

Mr. ~ sie How would you expect him to make recommenda- 
tions as to loopholes in the law which are only noticed by experience, 
if the department such as vours which is handling the actual work 
done, does not feed or filter the information to him? I think that was 
the intent. I understand, before I came, this committee had a hand 
in writing that particular provision 

Mr. Hate. Yes, sir. 

Mr. Suettry. For that very reason. 

Mr. Hane. Well, I think, sir, if we had come to the conclusion that 
an amendment were appropriate, we would not have hesitated in con- 
sultation with the Administrator to make the appropriate recom- 
mendation. 

Mr. Suetiry. Have any of you gentlemen.ever heard of the Trans- 
American Traders, Inc. ? 

Mr. Hare. Not that I can remember, sir. 

Mr. McCoy. No. 

Mr. Suetiry. Mr. Beck? 

Mr. Breck. I do not have with me an index of the various people who 
have contacted our office. We do have a book which has a lot of that 
information. I do not recall a company by that name. 
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Mr. Suettey. When an application to lift the bond is made, the 
firm holding the goods in bond writes into the Department, and that 
comes to you, Mr. Beck ? 

Mr. Beck. It does not apply to us to lift the bond. It states the 
property under the bond is lifted—— 

Mr . Suetiey. Is there any check made on the corporation or busi- 
ness firm which makes such ‘application, as to who they may be, their 
standing, their reliability in the business world, or how long they have 
been in business ? 

Mr. Beck. No. 

Mr. Suettey. No such check is made at all. Then it would be pos- 
sible for some coporation just set up overnight to write in and make 
an application ? 

Mr. Brcx. Yes, it would be. 

Mr. Suetiey. That is all I have. 

Mr. Bonner. Thank you, gentlemen. 


STATEMENT OF JOHN H. OHLY, ACTING ASSISTANT DIRECTOR OF 
OFFICE OF INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 
OF STATE 


Mr. Bonner. Will you give your name? 

Mr. Outy. My name is John H. Ohly. 

Mr. Bonner. Your position? 

Mr. Outy. Acting Assistant Director of Office of International 
Security Affairs, Department of State. 

Mr. Bonner. What are your duties? 

Mr. Outy. What are my duties? 

Mr. Bonner. Yes, sir; briefly, if you will just say ? 

Mr. Oury. Well, the Office has just gone through a reorganization. 
Up until very ree ently, the Office was known as the Office of Mutual 
Defense Assistance, of which I was Deputy Director and Acting Di- 

rector, charged with the operation of the military-assistance pro- 
gram. The Office has now been incorporated into the Office of Inter- 
national Security Affairs, which is a larger organization, and in which 
the new Director and the new Deputy Director have just been ap- 
pointed, of which I am carrying on a large share of the work, pending 
the time until they become familiar with the work. In general, | 
have been charged with running the military-assistance program. 

Mr. Bonner. I presume that you have contact with the Secretary 
of State’s office? 

Mr. Onty. Yes; I do, sir. 

Mr. Bonner. Were you here yesterday ? 

Mr. Oury. No; I was not. 

Mr. Bonner. Well, I would like to inform you, and I would like 
for you to take this message to the Secretary of State: This commit- 
tee is writing a letter to the High Commissioner v9 Germany, and is 
also writing a similar letter to the Secret ary of fhe Army that it was 
brought to the attention of the committee that ce aie claims will be 
filed in Germany with respect to the freeze order issued by the Secre- 
tary of the Army, and that this committee desires to be informed of 
the disposition and negotiation on all facts pertaining to the claim, 
before the claim is settled or any payment whatsoever is made. 
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What is the coordination between your Office, the High Commis- 
sioner, the Army, and the Department of Commerce, if any ? 

Mr. Outy. Would it be proper for me to give you a general picture 
of the organization ¢ 

Mr. Bonner. What is that? 

Mr. Onty. Would it be proper for me to give you a general picture 
of the Mutual Defense Assistance organization ? 

Mr. Bonner. Briefly. 

Mr. Ounty. The authority in the operation of this law is vested in 
the President. By Executive order, he designated the Secretary of 
State to oversee the program, and to operate it in coordination with 
the Department of Defense and the Economic Cooperation Admin- 
istration. The Department of State, together with the Department of 
Defense and the ECA agree generally on the character of program 
which is required of a military nature, in the various countries to 
which we are extending assistance. 

It then becomes the job of the Department of Defense, working 
through the Army, the Navy, and the Air Force, to develop detailed 
programs of requirements for these several countries, and once those 
yrograms have been approved—and the approval is a function of the 
Secretary of State—the Department of Defense then proceeds to pro- 
cure from a new manufacturer or to use existing stocks, and to deliver 
those materials to the countries in question. 

The requirements of the Department of Defense to fill this program 
are reflected in the general requirements which it has, for not only its 
own forces but for these foreign programs. So, for example, the re- 
quirements for raw materials to fill mutual defense assistance programs 
and programs for their own forces are consolidated when they go over 
them for priorities, allocations, and things of that kind. 

Mr. Bonner. The mutual defense assistance program—materials 
under the program we might be furnishing to associated countries for 
mutual defense—secures the materials for those countries, or do you 
have an operating agreement with the Armed Services? 

Mr. Onty. The Armed Services do the entire procurement and the 
rehabilitation of existing equipment. It is the operating arm, when 
you are dealing with military end items; and the Department of 
Defense works, of course, through the three service departments, which 
are, in turn, its operating arms. 

Mr. Bonner. It seems there is not a uniformity in effort between the 
various departments. Does your agency interest itself in the recapture 
of any of this surplus property to aid in the program that has been 
delegated to you? 

Mr. Onty. Yes, we have, sir. I cannot speak to all surplus property 
generally; I can speak to two of the major stocks of surplus property 
which I do know generally about. One of those is located in Belgium, 
consisting of actual military materials that were not needed for the 
Belgium armed forces. Another is a stock of surplus war materials 
that were located in Italy, known as the ULMER stocks, which could 
not be used by the Italian armed forces. Those properties, of course, 
could not be transferred by either the Belgium or Italian Governments, 
without the consent of the United States, and we took the position that, 
before they were transferred in a commercial fashion, they would first 
have to be offered to the other members of the North Atlantic Treaty 
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on a nonreimbursement basis, if any of those nations could utilize those 
materials for their own armed forces. 

In the case of the Belgium stocks, nearly the entire amount was 
taken up by other members of the North Atlantic Treaty, and has 
been transferred to their armed forces. In the case of the Italian 
stocks, unfortunately, most of the material is obsolete or useless, and 
very few transactions have been possible. 

Mr. Bonner. Do I understand the two stocks you have mentioned 
are interchangeable, that is, they can be transferred from Belgium to 
France, or Great Britain, or any of the Allied countries in this venture, 
at no cost to the country ? 

Mr. Outy. To the country procuring them, except the cost of trans- 
portation, packing, and shipping. 

Mr. Bonner. And the country releasing the stocks receives no 
benefit other than benefiting an ally in the association ¢ 

Mr. Outy. That is true in the case of those two particular stocks. 
I can’t speak generally to all the stocks, sir ; and these were under direct 
control of the Government’s concern. 

Mr. Bonner. All the governments concerned had certain control 
over the various surpluses in Germany; is that correct? 

“% Outy. That is my understanding sir. I am not too familiar 
with it. 

Mr. Bonner. Did your agency make any effort to get any of this 
surplus property in Germany ¢ 

Mr. Onty. I know that efforts were made, but I personally am not 
in a position to testify about them. 

Mr. Bonner. Is there someone here who can ? 

Mr. Onty. Not here today, sir, but I would be glad to have them 
here at your convenience. 

Mr. Bonner. You know an effort was made? 

Mr. Outy. I know that efforts were made to see what use could be 
made of stocks which I understand are referred to as STEG, S-T-E-G, 
I think it is spelled. 

Mr. Bonner. When did your organization begin to function ? 

Mr. Outry. Around, let’s see, November—around November 1949. 

Mr. Bonner. Around November 1949. 

Mr. Ounry. The law was passed in October 1949. 

Mr. Bonner. Do you know just about what time they expressed 
interest in these stocks in Germany ? 

Mr. Outy. I couldn't say for sure, sir. I came into the 
organization 

Mr. Bonner. Is there a record of it? 

Mr. Outy. I am sure there is a record of it. 

Mr. Bonner. Will you supply that record for this committee ? 

Mr. Outy. I will be very glad to, sir. 

Mr. Bonner. Such communications as have been had between the 
High Commissioner of Germany and others, withsrespect to this stock, 
will you furnish that, please ? 

Mr. Outy. I certainly will, sir. 

Mr. Bonner. Now, with respect to England, was England contacted 
with respect to any surpluses they might have, that the other associated 
countries might use? 
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Mr. Outy. I do not know of any affirmative approaches that were 
made to the British, personally. I can’t say whether they were or not. 
I do—— 

Mr. Bonner. Wasn’t there a mutual approach that each of the asso- 
ciated countries made to each other, that what they might have could 
be applied to the mutual benefit of all? 

Mr. Outy. That is certainly the concept of the whole program. 

Mr. Bonner. Did your agency ever get in touch with the Minister 
of Supply of the British Government ? 

Mr. Oury. Not to my knowledge, sir, on this particular point. 

Mr. Bonner. Can you ascertain ? 

Mr. Outy. Yes. 

Mr. Bonner. And also France. 

Mr. Oury. Yes. 

Mr. Bonner. You have been present at the sessions of this commit- 
tee recently ? 

Mr. Onty. No; I haven’t sir. I came in just when the last witness 
was testifying. 

Mr. Bonner. You are aware of the testimony that has been given, 
that the Minister of Supply, of Great Britain, has been selling sur- 
plus material—material which they say is surplus, but usable in this 
country. 

Mr. Onxy. I am not aware of that fact; no, sir. 

Mr. Bonner. Well, in making such sales, don’t these countries re- 
port it? Isn’t there a general collaboration between the officials of 
your agency, as to whether any of the other countries can use materials 
that they themselves declare surplus? 

Mr. Onny. If the materials are owned by the Government, it is my 
understanding they cannot be sold without consent, and they seek that 
consent primarily through the Department of State. 

Mr. Bonner. Well, in granting such consent, what did you not give ? 
What did you not consent to? 

Mr. Oury. Well, I have told you of these cases, for example, the 
cases in Belgium and Italy. Unless they did it on the basis of free 
transfers between the North Atlantic Pact countries 

Mr. Bonner. You had no agreement with Britain? 

Mr. Oury. But there were no comparable stocks to the ULMER 
stocks in Italy or Belgium. 

Mr. Bonner. Do you have any similar relation with the existing 
German Government ? 

Mr. Outy. Our relation with them would be through HICOG. 

Mr. Bonner. You don’t have any relationship with them whatso- 
ever as to HICOG? 

Mr. Outry. Our relation is with HICOG, that’s right. 

Mr. Bonner. Is the power of HICOG sufficient that it would spread 
over the existing government, applicable to the understanding the 
agency has with the member governments ? 

Mr. Outy. I can’t answer that question. I just don’t know. 

Mr. Bonner. Will you find out for us? 

Mr. Outny. Yes. 

Mr. Bonner. Do I make myself clear? 

Mr. Ountry. You do. 

Mr. Bonner. Any questions? 

Mr. Brownson. No questions. 
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Mr. LanrarFr. I didn’t hear this question asked. It may have been 
covered: Do you have a list, by items, of the equipment that has been 
furnished to the North Atlantic Treaty countries under the NAP 
program ¢ 

Mr. Onty. We have such lists. I have the British list here. That 
was the one I understood you were interested in. 

Mr. Lantarr. Do you have a list of the matériel furnished Great 
Britain ¢ 

Mr. Onty. I have a list of the equipment which has either been fur- 
nished or is in the process of being furnished as part of the program 
that has been approved. 

Mr. Lanrarr. Will you please tell this committee what items are 
included in that list ? 

Mr. Onty. I would be glad to, but I will ask the committee to go 
into executive session, and off the record, because this is highly classi- 
fied information. 

Mr. Bonner. Do you know whether they are furnishing great 
Britain any trucks or engines ¢ 

Mr. Ouxry. Yes; I think I could answer that question. The total 
number of trucks being furnished the British—they haven't been 
delivered—scheduled under our program is 75. There are a great 
many spare parts and maintenance elements for equipment of United 
States types, which they presently have on hand, included in the pro- 
gram ; but there are only 75, what we call end items, finished products, 
of the former fener included in that program. 

Mr. Bonner. What types of trucks are there / 

Mr. Onty. Tractor-truck type. 

Mr. Bonner. I will ask you this: Are you furnishing any Fords? 

Mr. Outy. I couldn’t tell you. 

Mr. Bonner. Here isa list of trucks. Make a memorandum of that: 
Fords, Dodge, Mack. Just for the record, I won’t ask you, but see if 
they are selling some of their own trucks, their automobiles. In other 
words, we have a memorandum here, where they have sold a lot of 
trucks, whether they were usable or not, they could have been canni- 
balized for their parts, and so forth. But, they have been sold and 
brought back to America. Yet we are sending them trucks under 
your program. <A lot depends on the type of truck. You classify the 
program under trucks—the point is whether they are playing ball with 
your agency, whether they are interested. 

Mr. Onty. Would you tell me the model of trucks that were sold? 

Mr. Bonner. You can get that from the record, sir. 

Mr. Onty. In order to answer your question, whether Fords, 
Dodges, or Macks were sold, I can answer that and it does not mean 
very much unless I can match it up against the particular item that 
you are furnishing under the program. 

Mr. Bonner. Are these new trucks or repaired trucks? 

Mr. Oury. These are new. 

Mr. Bonner. They want to get rid of the old and make room for 
these ? 

Mr. Onny. I do not think it is proper to draw that inference unless 
it is the same type of truck. 

Mr. Bonner. Are you going to give them any used trucks? 

Mr. Onny. No; these are the only items. They are the only items 
in the motor vehicle category included in the program. 
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Mr. Bonner. Are you giving them any spare parts? 

Mr. Outy. Yes; we are buying spare parts. 

Mr. Bonner. All new spare parts? J 

Mr. Onty. It is substantially so. There may be exceptions. 

Mr. Bonner. Now this equipment that is reworked at Atlanta 
General Depot and elsewhere that is being supplied to your agency, 
who are you going to furnish them to? 

Mr. Onty. I am sorry, I could not quite hear your whole question, 
Mr. Chairman. 

Mr. Bonner. Trucks that are being reworked in the Army depots 
here in America and being prepared for shipment abroad, to MDAP, 
who are you going to assign those to? 

Mr. Outy. There are trucks scheduled in the programs of most 
countries, Mr. Chairman. 

Mr. Bonner. Great Britain is going to get all the new ones and 
you will give somebody else the reworked ones ? 

Mr. Onty. That does not follow. It depends on the type of truck, 
Mr. Chairman. I told you there were some 12 types of trucks. 

Mr. Bonner. We can make our own deduction with respect to that. 
You have said that so far you are going to furnish Great Britain 
new trucks. We know these trucks are being prepared for export by 
your agency to other countries. 

What other countries in the mutual assistance pact are you furnish- 
ing trucks and parts to? 

{r. Outy. I believe the trucks are included, or some type of motor 
vehicle, in the programs for all the other North Atlantic Treaty 
countries; for Greece, Turkey, and for some of the countries in the 
Far East. 

Mr. Bonner. Are they going to be new trucks or used trucks? 

Mr. Outy. It will be a combination of both. A lot will depend 
upon what the requirements of our own Armed Forces are and whether 
at the particular time the trucks are available, whether trucks can be 
spared from our program in Korea. 

Mr. Bonner. Who will get the largest proportion of the trucks? 

Mr. Outy. The largest proportion shipped under our program, I 
would assume would be to France, sir, since they have the largest land 
force on the continent. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanrarr. This committee is more concerned with trying to 
obtain any useful surplus items that might be available for our cur- 
rent defense effort. The testimony has been that many agencies are 
working unilaterally, insofar as surplus property is concerned. 

Do you think it would be a good idea to set up an interdepart- 
mental committee of Commerce, Defense, and State in order to review 
the over-all defense needs of the United States and the MDAP pro- 
gram for these surplus items that are being sold in various depots 
throughout the world? 

Mr. Outy. I would say off-hand that if there are substantial quan- 
tities of such equipment which the committee has found existing, 
certainly we want to find machinery which will bring its existence to 
the attention of those agencies who get up the requirements and have 
to go into new procurement to fill those requirements, if they do not 
know the stocks exist. Whether any interdepartmental committee is 
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the exactly correct mechanism, I am not prepared to say, but cer- 
tainly we cannot afford at this time—I say this categorically, know- 
ing shortage of equipment that we have for all these programs— 
that we cannot afford to let surplus property disappear that could be 
used, 

Mr. Lantarr. Have you been notified at any time by the Depart- 
ment of Defense, as to what stocks of surplus equipment are available 
over at STEG? 

Mr. Onty. I am sure we have. I cannot say that categorically, 
however. 

Mr. Lantarr. Are you in charge of the MDA program ? 

Mr. Onty. Yes; I am. 

Mr. Lantarr. Have you received any information to that effect? 

Mr. Outy. I know the matter has been gone into. I am not per- 
sonally familiar with what has happened with regard to the STEG 
stocks. 

Mr. Lantarr. If it came in would it come to your attention ? 

Mr. Outny. It would if it came to the place where decisions were 
needed. 

Mr. Lanrarr. That is all I have, Mr. Chairman. 

Mr. Bonner. Mrs. Harden ? 

Mrs. Harpven. No questions. 

Mr. Bonner. Mr. Shelley? 

Mr. Sneutiey. I have just one question with regard to the last 
answer made by the witness: He said it would come to his personal 
attention if it developed to the point where a decision was to be made. 

What type of a decision would have to be made? A decision on 
what ¢ 

Mr. Onty. With respect to the STEG stocks I know that one thing 
was under consideration—one particular thing that was brought to 
my attention, that I have forgotten. The question of whether, and 
if so in what manner, STEG stocks could, like the stocks which I 
mentioned as being located in Belgium and the ones located in Italy, 
be made available on some attractive basis to fill the needs of the other 
North Atlantic Treaty countries. 

That matter, I recall now, was being looked into. I do not know 
what the results of that investigation were. 

Mr. Sueiiey. If the Department of Defense did send a communica- 
tion to your department to the effect that they knew certain material 
was on hand at STEG, at which they might possibly have interest in 
the future, how would that be handled, would it just be received and 
filed ¢ 

Mr. Ouny. No; normally that communication would go directly to 
the German Division, I believe, in the Department of State, and it 
would be brought to our attention also as a possible source of materials 
and taken up by the German Division, presumably with HICOG in 
Germany, to find out whether, if such material is located, the possi- 
bility legally and otherwise of transferring it. 

I do not know the status of STEG stocks so I cannot talk intelli- 
gently to them, 

Mr. Suetiey. Are there any reports made to your division or to any 
division of the Department of State on disposal of the STEG stocks; 
trom time to time / 
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Mr. Onty. | am confident there are but I cannot answer that cate- ; 
goricafly, sir. 1 can find out and put it in the record. ; 
Mr. Suewiey. To whose attention would they be addressed, in the ; 
Department / ; 
Mr. Outy. I would have to inquire into that also, sir. i 


Mr. SHeiiey. It would not be yours? 

Mr. Ou y. It would not certainly be ours, directly. 

Mr. SHeuviey. That is all I have, Mr. Chairman. 

Mr. Bonner. Is there any counterpart of STEG in Austria, France, : 
Belgium, or Italy, to your knowledge, as a Government corporation ¢ : 

Mr. Ounty. Not to my knowledge but again I would like to supply 
that for the record. 

Mr. Bonner. If you will, find that out and supply it for the record, 
please. 

(The information requested marked “Exhibit 22,” follows: ) 

EXHIBIT 22 
COUNTERPARTS OF STEG IN AUSTRIA, FRANCE, BELGIUM, AND ITALY 

Ausiria.—None. 

France.—Société Nationale de Vente de Surplus, 1 Boulévard Haussmann, Paris 
VIII, France. 

Belgium.—Be'gian Office of Mutual Aid, 36 Rue Ravenstein, Brussels, Belgium. 

Italy —Azienda Relievo Alienazione Residuate, Rome, Italy. 

Mr. Bonner. Mr. Brownson—— 

Mr. Brownson. You spoke of the Italian stocks which you said were 
obsolete or useless. Who screens the stock to determine their obso- 
lescence or usefulness from a military standpoint ¢ 

Mr. Ouny. Our own people have looked at some of those stocks 
and in addition to that the Italian Government—lI say this from 
second-hand information—has given other North Atlantic Treaty 
countries the opportunity to come down and go over the list of what 
it is and if they are interested, to actually inspect it. ‘The materials 
ure scattered in a large number of places. They were not properly 
taken care of and my guess is that most of it, if not obsolete, has de- 
teriorated to the point where it cannot be used. 

Mr. Brownson. You say they were not taken care of properly. In 
whose hands was this property when it was not properly taken care of ¢ 

Mr. Onty. I believe in the hands of the Italian Government, but 
] cannot say that. 

Mr. Brownson. When you say “We screen that,” do you mean the 
State Department personnel ¢ 

Mr. Outy. No, we are not qualified to screen it. 

Mr. Brownson. You used Department of Defense personnel work- 
ing with the MDAP program ? 

Mr. Oury. You see, we have in every country attached to the 
Embassy a military advisory group that may run from 6 to 100 
people. We have one in Italy that has been working on the problem 
of the ULMER stocks with the Italian Government and the other 
countries in the North Atlantic Treaty. 

Mr. Brownson. Thank you very much. That is all I have. 

Mr. Bonner. What is your coordination with SHAPE? 

Mr. Oury. SHAPE is an international organization reporting to 
the standing group of the North Atlantic Treaty, which in turn 
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reports to the Council of the North Atlantic Treaty, of which Mr. 
Acheson is a member. 

SHAPE’s requirements for equipment will presumably, when 
SHAPE really gets organized. go into the machinery of the North 
Atlantic Treaty for screening and conversion. 

Mr. Bonner. So there is no coordination ? 

Mr. Ouny. There is not at the present because SHAPE is some- 
thing that has just been established. It will be something that is 
very difficult to work out. 

Mr. Bonner. Thank you very much. 

The information the committee wanted from Colonel Willis may 
be given to committee counsel, Monday. 

Mr. Suacketrorp. That will be all right. Mr. Chairman. If it will 
meet with the convenience of the committee. I believe Colonel Willis 
will be finished with your committee Monday evening and will be 
able to go back ? 

Mr. Bonner. Positively Monday we will excuse him. 

Mr. SuHacketrorp. There is one other thing your committee might 
want to hear and that is the testimony of Colonel Hutchinson. 

Mr. Bonner. He is based locally, is he not ? 

Mr. Suacketrorp. Yes, sir. He will be available at any time. 

Mr. Bonner. Is there anyone else who has a statment to make before 
this subcommittee ? 

(No response. ) 

Mr. Monticome will be expected here Monday. 

The subcommittee will stand adjourned until further notice. 

(Whereupon, at 12:40 p. m., the subcommittee adjourned to recon- 
vene at the call of the chairman. ) 
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WEDNESDAY, APRIL 4, 1951 


Hovse or RerresenvArIves, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerarTMENTs, 
Wash ington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 
1310, New House Office Building, Hon. Herbert C. Bonner (chairman 
of the subcommittee) presiding. 

Present : Representatives Bonner, Donohue, Fine, Lantaff, Hoffman, 
and Bush. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

This is a continuation of the hearings of the subcommittee of the 
Committee on Expenditures in the Executive Departments of the 
House of Representatives, with respect to surplus property. 

The clerk will call the roll of the subcommittee. 

Mr. Smauyu. Mr. Donohue. 

Mr. Dononve. Here. 

Mr. Smauu. Mr. Fine. 

Mr. Fine. Here. 

Mr. Sway. Mr. Lantaff. 

(There was no response. ) 

Mr. Smauz. Mr. Hoffman. 

Mr. Horrman. Here. 

Mr. Smauzi. Mr. Bush is sitting in lieu of Mrs. Harden, Mr. Brown- 
son, and Mr. Curtis, to represent the minority side. 

Mr. Bonner, chairman. 

Mr. Bonner. Present. 

A quorum being present, the subcommittee will proceed. 

Is Mr. Green present ? 

Mr. Green. Yes, sir. 

Mr. Bonner. Mr. Green, will you come forward ? 

Before the subcommittee proceeds, I should like those present and 
the press to know that the subcommittee has not charged or intimated 
that any of the witnesses we have heard or will hear have carried on 
any illegal transactions. What develops in the hearing will be another 
matter. 

The subcommittee’s nfain purpose is to ascertain why at the time of 
the Korean outbreak the national defense activities did not act 
promptly and secure then available military equipment, and why they 
were so dilatory in proceeding to reacquire this material. 
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The subcommittee appreciates the assistance given it so far by men 
who have only shown the American business spirit of dealing in this 
property, and the subcommittee appreciates the assistance of these 
gentlemen. 

The purpose of the entire hearing is for remedial legislation to meet 
the circumstances that evidently have and possibly will arise after the 
difficulty in which we now find ourselves has been cleared up. 

Mr. Horrman. Mr. Chairman, you referred to why someone was 
dilatory. Are you referring to the recapture clause in some of these 
contracts of disposal ? 

Mr. Bonner. Yes, sir, Mr. Hoffman. We refer to that and to the 
freeze that we were told had been inaugurated, and to the apparent 
evidence that some business administration needs to be incorporated 
in the national defense and certain of our Government agencies. 

I call to your attention that this subcommittee is interested in the 
cross servicing of all the arms of the national defense and the cata- 
loging program. It seems to be difficult to get cooperation to that end. 

This subcommittee—and the full committee and other subcommit- 
tees of the full committee—have diligently endeavored to bring this 
to pass, and it seems, even though the Munitions Board is doing all it 
can, it meets resistance from the Air Force, the Army, the Navy, and 
all the various functions of the national defense with respect to the 
ultimate accomplishment of this purpose. 

Mr. Horrman. Apparently, the unification bill hasn’t worked out 
as we anticipated. 

My question is solely for information. 

Mr. Bonner. We hope to get it to work. 

Mr. Green, will you be sworn ? 

Mr. Green. Yes, sir. 

Mr. Bonner. Will you raise your right hand, please / 

Do you solemnly swear that in the evidence you are about to give 
in the matters now pending before this subcommittee, you will tell 
the truth, the whole truth, and nothing but the truth ? 

Mr. Green. I do. 





TESTIMONY OF MORRIS GREEN, CHICAGO, ILL., ACCOMPANIED BY 
BENJAMIN LEVINSON, ATTORNEY, CHICAGO, ILL. 


Mr. Bonner. Mr. Green, I presume you have heard and read the 
proceedings and accounts of the proceedings that have gone on hereto- 
fore, have you? If you have, you would know what the purpose of 
the subcommittee is in addition to what I have endeavored to state and 
note in these hearings. 

Do you care to make a general statement before certain questions 
are asked you with respect to your dealings in surplus property from 
abroad and here at home and business transactions with respect to that 
surplus property, or would you prefer answering our questions ? 

Mr. Green. I would prefer answering your questions. 

Mr. Bonner. You wouldn’t then care to just make an over-all state- 
ment, a short over-all statement, of your business transactions? You 
prefer our asking you questions ? 

Mr. Green. Yes; I will answer the questions. 

Mr. Bonner. Will you give your full name, your address, and your 
business association / 
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Mr. Green. Morris Green, 5715 South Halsted Street, Chicago. 
Mr. Bonner. And your business associate 

Mr. Green. My brother, Julius Green. 

Mr. Bonner. What is the nature of your business ¢ 

Mr. Green. Used truck business. Buying and selling used trucks. 

Mr. Bonner. And surplus parts / 

Mr. Green. No parts. 

Mr. Bonner. Are you connected or did you have a beneficial interest 
in any other corporation, partnership, or business dealings with respect 
to World War II surplus property ¢ 

Mr. Green. Not at this particular time. 

Mr. Bonner. Heretofore what connection did you have ¢ 

Mr. Green. What connection / 

Mr. Bonner. In any other company. 

Mr. Green. We had Green Bros. Enterprises, Inc. 

Mr. Bonner. When was the business formed or incorporated, or 
when did the partnership begin? 

Mr. Green. The partnership began in 1935. At that time we were 
in the trucking business. In 1939 we went into the used truck busi- 
ness. 

Mr. Bonner. That was what company ? 

Mr. Green. Green Bros. Truck Sales. 

Mr. Bonner. Green Bros. Truck Sales? 

Mr. Green. That is right. 

Mr. Bonner. When did the Green Bros. Inc.—— 

Mr. Green. Green Bros. Enterprises, Inc. ? 

Mr. Bonner. Yes. When did that begin? 

Mr. Green. In the fall of 1947. 

Mr. Bonner. That was strictly—or was it strictly—to deal with 
surplus property ? 

Mr. Green. Yes, sir; it was. 

Mr. Bonner. Who were the stockholders or owners of the business ? 

Mr. Green. Myself, my brother, and Edward Udelson. 

Mr. Bonner. Who is he? 

Mr, Green. Edward Udelson is a used-truck dealer of Cleveland, 
Ohio. 

Mr. Bonner. What sources did your busines acquire its surplus 
property from ? 

Mr. Green. Are you talking about Green Bros. Enterprises ¢ 

Mr. Bonner. Tell us first about Green Bros. Truck Sales. 

Mr. Green. Green Bros. Truck Sales was the original firm and then 
Geen Bros. Enterprises came later. 

Mr. Bonner. Tell us about them. 

Mr. Green. Green Bros. Truck Sales buys and sells used trucks and 
we purchased trucks at Army camps and bases, surplus trucks, all 
over the country. 

Mr. Bonner. In the United States? 

Mr. Green. In the United States. 

Mr. Bonner. And abroad ? 

Mr. Green. No, sir. In the United States. 

Mr. Bonner. Now, about Green Bros. Enterprises. 

Mr. Green. Green Bros. Enterprises, Inc. 

Mr. Bonner. From where did they purchase ? 
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Mr. Green. The Green Bros. Enterprises, Inc., purchased one 
deal, and that was in the Philippine Islands. 

Mr. Bonner. Did you personally conduct any of the transactions 
relating to such acquisitions? 

Mr. Green. With regard to purchases? 

Mr. Bonner. Yes, sir. 

Mr. Green. No, sir. 

Mr. Bonner. You had nothing to do with the purchases within the 
States or within the Philippine Islands? 

Mi. Green. Of Green Bros. Enterprises or Green Bros. Truck 
n Sa es? 

Mr. Bonner. Of Green Bros. Enterprises and Green Bros. Truck 
Sales. 

Mr. Green. I bought trucks for the Green Bros. Truck Sales within 
the States. 

Mr. Bonner. But you had nothing to do with the purchases of 
Green Bros. Enterprises—the purchases made abroad ? 

Mr. Green. I was never abroad, but I did talk to my brother over 
the phone about purchases in the Philippine Islands. 

Mr. Bonner. And he was in the Philippines? 

Mr. Green. That is right. 

Mr. Bonner. Are you personally familiar with the negotiations 
concerning the purchase by Green Bros. Enterprises, Inc., of ap- 
proximately 1,000 United States Army trucks from the Surplus Prop- 
erty Commission in Manila? 

Mr. Green. Yes, sir. 

Mr. Bonner. Through what source did your corporation learn that 
a large number of United States Army trucks were for sale in the 
Philippines? 

Mr. Green. My brother who resides in Los Angeles, whose name is 
Seymour, got that information from a couple of fellows who were 
over there buyi ing construction equipment. 

Mr, Bonner. Give us the names of the informants. 

Mr. Green. One of their names was William J. Bisell. And the 
other one was Haggarty. 

Let me explain that. Originally, my brother Seymour Green was 
in business for himself in Los Angeles. Haggarty and Bisell had 
bought some material on one of the American islands—I do not know 
which—and brought them in here, and they appointed my brother 
as sales manager forthem. In the course of being sales man: iger, they 
mentioned to him about the trucks in the Philippine Islands, and 
their original deal was that the three—Haggarty, Bisell, and Green— 
were going to buy some trucks in the Philippine Islands. 

Mr. Bonner. What was the name of the firm that he was pur- 
chasing agent or sales manager for? 

Mr. Green. I couldn't tell you that; no, sir. 

Mr. Bonner. Who conducted the negotiations with the Philippine 
officials that resulted in the acquisition of the trucks? 

Mr. Green. My brother Seymour. 

Mr. Bonner. Seymour? 

Mr. Green. That is right. 

Mr. Bonner. Did he visit Manila? 

Mr. Green. Yes, sir. 
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Mr. Bonner. Do you have records showing the price paid for the 
trucks? 

Mr. Green. Yes, sir. 

Mr. Bonner. Will you make them available for the record ? 

Mr. Green. Yes, sir. 

Do you want them now ? 

Mr. Levinson. May we produce those at the conclusion of the 
hearings ¢ 

Mr. Bonner. Yes, sir. 

Mr. Levinson. I will make a notation of what you want. 

Mr. Bonner. For the benefit of the committee, may I ask who 
you are. 
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Mr. Levinson. I am Mr. Benjamin Levinson, and I am the attorney 
for Mr. Green. 

Mr. Bonner. It is perfectly all right. 

Mr. Levinson. I am a Chicago attorney and also a member of the 
District of Columbia Bar. 

Mr. Bonner. Mr. Green, will you tell us at this point approximately 
the price of the trucks?) The average individual unit? 

Mr. GREEN. $250 was the price of one truck model and $200 was 
the price of the other. All wrecker trucks were $200 and all other 
than wrecker trucks were $250. 

Mr. Bonner. To whom was the purchase price paid ? 

Mr. Green. To the Philippine Government. 

Mr. Bonner. Who handled the transactions relating to the ship- 
ping of the trucks in the Philippines and their entry into the United 
States / 

Mr. Green. My brother Seymour. 

Mr. Bonner. And what time of the year was that ? 

Mr. Green. It was the late fall of the year. I remember one boat- 
load that came in the day after Thanksgiving, and I think one boat- 
load came in just a couple of days before that. 

Mr. Bonner. What year? 

Mr. Green. In 1947 and early 1948. There were some that came 
in in January 1948, some parts of the boatloads. 

Mr. Bonner. Then all the purchases were negotiated and the ship- 
ments came along in turn as they could be delivered ? 

Mr. Green. That is right, sir. 

Mr. Bonner. At what port in the United States were the trucks 
entered ? 

Mr. Green. They came into Long Beach, Calif. 

Mr. Bonner. Where were they stored ? 

Mr. Green. Where were they stored? 

Mr. Bonner. Yes, sir. 

Mr. Green. In Long Beach, Calif. 

Mr. Bonner. Did you have your storage warehouse or what ware- 
house did you store it in? 

Mr. Green. We rented some space there. 

Mr. Bonner. Do you remember who was the owner of the ware- 
house or the name of the storage firm ? 
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Mr. Green. The owner’s name was Weise—Weise Transportation 
Co. 

Mr. Bonner. Are you familiar with the mechanical condition of 
the trucks when they arrived in the United States ? 

Mr. Green. Yes, sir. 

Mr. Bonner. Did you inspect them? 

Mr. Green. Yes, sir. 

Mr. Bonner. Did they require extensive and costly repairs to be 
put into a salable condition ? 

Mr. Green. They did. 

Mr. Bonner. Approximately what would you say it did cost per 
truck to recondition them ¢ 

Mr. Green. I would say $700 to $800 per truck. 

Mr. Bonner. Do you have records showing the cost incurred by 
your corporation in putting the trucks in salable condition ? 

Mr. Green. Yes, sir; we have approximate costs. 

Mr. Bonner. You have the record of the cost of reconditioning 
the trucks? 

Mr. Green. Yes, sir. 

Mr. Bonner. Will you submit that for the record, please? 

Mr. Green. Yes, sir. 

I also have records of the cost of shipping them from the ship line. 
I have bills from the boat lines showing the cost of shipping. 

Mr. Bonner. I ask you: Are these the trucks before or after they 
were repaired ? 

(Mr. Green examined the picture.) 

Mr. Green. These trucks are after. 

Mr. Bonner. Will you look at the three pictures? 

Mr. Green. This is the general type of material purchased, 

Mr. Bonner. These are all after, I understand ? 

Mr. Green. They are. 

Mr. Bonner. They are the types purchased in all three pictures ? 

Mr. Green. Yes, sir. 

Mr. Bonner. Have all the trucks imported by your firm from the 
Philippines been sold ? 

Mr. Green. Yes, sir. 

Mr. Bonner. Did you have any negotiations as to their sale prior 
to their being imported, prior to the importation ? 

Mr. Green. We had no negotiations to sell any of these prior to 
importation. 

Mr. Bonner. To whom were they sold? 

Mr. Green. To whom were all the trucks sold ? 

Mr. Bonner. Well, give us the principal purchasers. 

Mr. Green. The principal purchaser of a good part of the trucks 
was the Atomic Energy Commission. 

Mr. Bonner. How many did they purchase? 

Mr. Green. 358. 

Mr. Bonner. What was the price they paid for them? 

Mr. Green. $3,900 for the White 6-by-6 and $3,400 for the Dia- 
mond T dump trucks. 

Mr. Bonner. Through what source did your corporation learn that 
the Atomic Energy Commission was in the market for several hundred 
trucks? 
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Mr. Green. Through the Schnitzer Steel Co—Schnitzer Bros. 
Steel Co. 

Mr. Bonner. Schnitzer Bros. Steel Co. ? 

Mr. Green. That is right. 

Mr. Bonner. Who are they and where are they located ? 

Mr. Green. They are in Portland, Oreg. 

Mr. Bonner. When was this advice received, approximately ? 

Mr. Green. When? 

Mr. Bonner. Yes. And by whom, that the Atomic Energy Com- 
mission was in the market for these trucks? 

Mr. Green. Will you ask that question again, please ? 

Mr. Bonner. When was the advice received and by whom that the 
Atomic Energy Commission was interested in purchasing 350 trucks ¢ 

Mr. Green. We did not know the Atomic Energy Commission was 
interested. Mr. Schnitzer told us he had a customer that was inter- 
ested in the purchase of about 400 trucks. 

Mr. Bonner. And he didn’t tell you who the customer was? 

Mr. Green. No, sir. 

Mr. Bonner. What time was that ? 

Mr. Green. Of the day? 

Mr. Bonner. No. 

Mr. Green. Of the year? 

Mr. Bonner. Yes, sir. 

Mr. Green. I think it was early in May of 1948. 

Mr. Bonner. What year? 

Mr. Green. 1948. It could have been the latter part of April or the 
early part of May. I do not remember exactly. 

Mr. Bonner. Did you personally participate in the negotiations 
with the officials of the Atomic Energy Commission that led to the 
consummation of the sale? 

Mr. Green. Yes, sir. 

Mr. Bonner. Whom did you negotiate with, sir? 

Mr. Green. I think the man’s name was Mr. Wagner. Yes, Mr. 
Wagner. 

Mr. Bonner. You do not remember his full name? 

Mr. Green. No, sir; I don't. 

Mr. Bonner. What was his title? 

Mr. Green. I do not know his title. 

Mr. Bonner. What branch of the Atomic Energy Commission; do 
you remember that? 

Mr. Green. The Hanford Ordnance. 

Mr. Bonner. The what? 

Mr. Green. The Hanford Ordnance. 

Mr. Bonner. What is that, sir? 

Mr. Green. It is up in Washington, Pasco, Wash., or Hanford, 
Wash. 

Mr. Bonner. What condition did they require the trucks to be 
delivered in? 

Mr. Green. They required the trucks to pass inspection. 

Mr. Bonner. What type of inspection ? 

Mr. Green. That was their inspection. They had inspectors who 
inspected the engines, the transmissions, the transfer cases and rear 
axles, and then put them through a driving test. 
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Mr. Bonner. Did you deliver them or did they take delivery in 
California ? 

Mr. Green. They took delivery in California. 

Mr. Bonner. They took delivery in California ? 

Mr. Green. Yes. They took delivery in California. We loaded 
them on cars and boats, barges, for Washington. 

Mr. Bonner. They were “shipped from California? 

Mr. Green. They were shipped from California; yes, sir. 

Mr. Bonner. Do you have a record of the cost of all the trucks that 
were sold to the Atomic peu Commission ; that is, the total cost of 
acquisition to you ¢ 

Mr. Green. I do not have records of the cost of the Atomic Energy 
Commission trucks. I have records of the cost of all the trucks. 

Mr. Bonner. Do you know whether any costs were incurred by 
your corporation for commissions, fees, court and out-of-court settle- 
ments, and other such payments in connection with the purchase of the 
trucks in the Philippine Islands and the sale of the trucks to the 
Atomic Energy Commission ? 

Mr. GREEN. Yes; I do. 

Mr. Bonner. Then will you tell us what was the commission paid 
on the purchase of these trucks? 

Mr. Green. There was a commission paid to Schnitzer Bros. 

Mr. Bonner. That was the California firm ? 

Mr. — , Pra sir. That was the Portland, Oreg., firm. 

Mr. Bonner. How much did you pay them in commissions? 

Mr. Green. , Aeaatencinanaibe 10 percent. 

Mr. Bonner. Were there any fees in addition to that attached to 
the sale? 

Mr. Green. Any fees? 

Mr. Bonner. In addition to that cost? 

Mr. Green. No, sir. 

Mr. Bonner. Were any court costs attached to this? 

Mr. Green. To the Atomic Energy Commission sale? 

Mr. Bonner. Yes. 

Mr. Green. No, sir. 

Mr. Bonner. Or to the purchase of these trucks ? 

Mr. Green. Will you ask that again? 

Mr. Bonner. Is there any court costs, any court negotiations, with 
respect to these trucks? 

Mr. Green. Any court negotiations in respect to the sale to the 
Atomic Energy C ommission? 

Mr. Bonner. With respect to the purchase of the trucks, a whole 
group of costs? 

Mr. Green. Yes. There were. 

Mr. Levinson. May I ask a clarification of this question. 

Mr. Bonner. You would like to ask me, sir? 

Mr. Levinson. May I ask for a clarification of that question as to 
whether that refers to the Atomic Energy Commission sale, the sale to 
the Atomic Energy Commission, or the sale of the entire group of 
trucks. 

Mr. Bonner. It was a general question, sir, with respect to the 
entire group of trucks. 

Mr. Levinson. All right. 

Mr. Bonner. You say there were some court costs? 
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Mr. Green. Will you ask that question again, please? 

Mr. Bonner. Will the reporter please read back the question ? 

(The reporter read the following: “You say there were some court 
costs ?”’) 

Mr. Green. Yes, sir; there were. 

Mr. Bonner. Would you care at this point to point out just what 
the court costs were? I would like for you to tell the committee what 
they were. 

Mr. Green. I can tell you just about what took place. 

My brother Seymour called from the Philippines to tell us about 
the condition of some trucks at a certain camp or base there, and our 
partner Udelson was in Chicago at that time, and we were both on 
the phone speaking to Seymour. In that conversation Mr. Udelson 
mentioned to Seymour, “Seymour, there is a friend of mine there. I 
wish you would say hello to him.” 

Seymour said, “Where is he staying?” 

“Why, he is staying at the Manila Hotel.” 

Seymour said, “I am staying here, so I will say hello to him.” 

I didn’t hear anything more than that until a Mr. Freeman called 
me on the phone at Los Angeles and asked me to see him. So I went 
down to see him, and he said, “Well, Mr. Green, you owe me some 
money.” 

I said, “I owe you money? What for?” 

He said, “I have a commission coming. I helped Seymour in the 
islands.” 

“T do not know anything about that. Mr. Freeman. When Seymour 
comes back, if we owe you anything, if you have been of service to us, 
we will pay you.” 

Mr. Bonner. Who was this Mr. Freeman ? 

Mr. Green. I do not know. At that time I didn’t know who Mr. 
Freeman was, let’s put it that way. He was a complete stranger to 
me. About a week after that and prior to Seymour’s coming to Cali- 
fornia, we were served with a summons, with a lawsuit. That suit 
went to court and prior to the case coming up, Mr. Freeman passed 
away. 

Mr. Bonner. You knew Mr. Freeman then. Who was Mr. Free- 
man? You found out by now who he was. 

Mr. Green. Later, through our attorneys and through other people, 
we found out he was the fellow who was mixed up with the Garsson- 
May deal, or something of that name. 

Mr. Bonner. What was his first name? 

Mr. Green. Joseph Freeman. 

When Freeman passed away he left a young widow and an infant 
baby and, upon the advice of our attorneys, we settled with the 
widow. 

Mr. Bonner. How much was the settlement ? 

Mr. Green. I think it was somewhere in the neighborhood of 
$40,000. 

Mr. Bonner. So the case was settled. It didn’t go to trial. 

Mr. Green. That is right. 

Mr. Bonner. Did you have any other out-of-court settlements with 
respect to the entire transaction of acquiring these trucks? 

Mr. Green. Not that I can remember right now, sir. Oh, yes; we 
had a suit for another commission by a Mr. Haggarty. 
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Mr. Bonner. Who is Mr. Haggarty ? 

Mr. Green. He was one of the fellows who told Seymour about the 
deal originally. 

Mr. Bonner. Where was he, sir? 

Mr. Green. He was in California. 

Mr. Bonner. Was he negotiating these sales from Manila, or was 
Mr. Freeman representing anybody in Manila? 

Mr. Green. No, sir. 

Mr. Bonner. How much did you pay him ? 

Mr. Green. Mr. Haggarty ! 

Mr. Bonner. Yes, sir. 

Mr. Green. Well, I think it was $15,000. 

Mr. Bonner. What was the basis of his claim? 

Mr. Green. Mr. Haggarty had done some of the preliminary work 
as far as arranging for some of the ships and had contacted stevedor- 
ing firms to unload the trucks, and other little incidentals, towing 
company to tow them, and so on. 

Mr. Bonner. There were incidents that amounted to a $15,000 fee 
for this transaction ? 

Mr. Green. Yes. 

Mr. Bonner. Did you have any specific costs in court or out-of- 
court settlements and negotiations in respect to the sale of the trucks 
to the Atomic Energy Commission ? 

Mr. Green. Will you ask me that again, please? 

Mr. Bonner. Will you read the question, please, Mr. Reporter? 

(The reporter read the following: “Did you have any specific costs 
in court or out-of-court settlements and negotiations in respect to the 
sale of the trucks to the Atomic Energy Commission ?”) 

Mr. Bonner. And I will add commissions to that. 

Mr. Green. I still do not get that question straight. 

Mr. Bonner. I will ask it again. Did you pay anybody any fee, 
commission, or other monetary transaction for negotiations or assist- 
ance in selling the trucks to the Atomic Energy Commission ? 

Mr. Levinson. If the chairman please, may I state that he has al- 
ready testified with reference to the sale of the Atomic Energy Com- 
mission trucks that there was a commission paid to Schnitzer Bros. 
of Portland, Oreg. 

Mr. Bonner. I understood the question of the $40,000 and the 
$15,000 as an over-all payment. 

Mr. Levinson. That is right. 

Mr. Bonner. That was paid with respect to acquiring the whole 
group of trucks. 

Mr. Green. That is right. 

Mr. Bonner. Now I ask you: Were there any additional payments 
in attorney’s fees, commission fees for negotiations, or anything of 
that nature pertaining to the specific trucks that were sold to the 
Atomic Energy Commission ? 

Mr. Fine. Excluding the commissions paid to Schnitzer Bros. to 
which you have alres ady ¢ addressed yourself. 

Mr. Levinson. We want to clarify this. 

Mr. Bonner. I want you to. 

Mr. Levinson. We want to have clarified the difference between the 
Atomic Energy Commission deal, the deal with the Atomic Energy 
Commission, and the over-all costs and fees and expenses relating to 
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the entire body of trucks, the entire shipment of trucks that came 
from the Philippines. There were other expenditures and other fees 
with relation to the over-all picture. 

Mr. Bonner. Just confine the question to the trucks and the nego- 
tiations of the sale to the Atomic Energy Commission. Were there 
any fees other than paid to Schnitzer Bros., the $40,000 fee and the 
$15,000 fee? Were there any other fees in connection with the sale to 
the Atomic Energy Commission ¢ 

Mr. Green. With reference to the Atomic E nergy Commission there 
were no fees; if we talk about all the trucks, there was a fee paid to 
a law firm for the release of the trucks. 

Mr. Bonner. What do you mean by “release 

Mr. Green. When we purchased the trucks, we purchased them at 
that time for export only. 

Mr. Bonner. Then you brought them into the United States. 

Mr. Green. We brought them into the United States and they were 
here from January until the middle of April. At that time the export 
market went to places. There was no export market. There were 
people calling us every day, “Can you sell us trucks ¢” 

We said, “No, The trucks are for export only.” 

At that time, our partner, Ed Udelson, contacted a law firm in 
Cleveland in regard to getting the trucks released for sale in the 
United States. 

Mr. Bonner. What isthe name of that law firm ¢ 

Mr. Green. I think it was Duffy and Friedman. 

Mr. Bonner. In Cleveland ¢ 

Mr. Green. That is right, sir. 

Mr. Bonner. They came to Washington, D. C., did they, to see 
somebody with respect to releasing the trucks from bond and permit- 
ting a general import / 

Mr. Green. They employed a Washington firm by the name of 
Hayes and Goldstein. 

Mr. Bonner. What did Hayes and Goldstein do? 

Mr. Green. They got the trucks released. 

Mr. Bonner. They got the Department of Commerce to give 
you-— 

Mr. Green. Not only to give us permission, but to give anybody 
permission to go anywhere in the continent to bring trucks back in. 
They were rele¢ ased for a certain period. 

Mr. Bonner. How much did you pay the Cleveland firm ? 

Mr. GREEN, $95,000, 

Mr. Bonner. $95,000 ? 

Mr. Green. I think it was $95,000. It was paid on the basis of $100 
per truck plus expenses. 

Mr. Bonner. What did you pay the firm in Washington, D. C. ? 

Mr. Green. Nothing. 

Mr. Bonner. The Cleveland firm, then, was responsible for the pay- 
ment to the Washington firm / 

Mr. Green. That ‘is right. We paid it to them. 

Mr. Bonner. The total payment for getting the bond lifted was 
$95,000 ? 

Mr. Green. I think that was just about the figure. 

Mr. Levinson. It might have been $98,000, 
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Mr. Bonner. It cost you $98,000 to get the Department of Com- 
merce to lift the bond ? 

Mr. Green. That is right. 

Mr. Bonner. $98,000? 

Mr. Green. Excuse meaminute. In that regulation not only trucks 
were lifted. There were other people evidently wanting to release 
other materials and such things as steel and tanks and “possibly 20 
items were involved. 

Mr. Bonner. But you paid $98,000 to get the bond lifted on the 
trucks? That was what it cost you ¢ 

Mr. Green. That is right. 

Mr. Bonner. Did your corporation pay Schnitzer Bros. Steel Prod- 
ucts Co. $125,000 in connection with the sale of the trucks to the Atomic 
Snergy Commission ? 

Mr. Green. Yes, sir. 

Mr. Five. May I interrupt you, Mr. Chairman. 

Mr. Bonner. Make a note of it. I want to run through these 
questions. 

Mr. Fine. I want to know if there are any other moneys which they 
paid out besides the three they told us about. 

Mr. Bonner. I think he answered that. 

Mr. Fine. I think there are others that you made payments to on 
account of the purchase of the trucks. Didn’t you make a payment to 
Bisell, Mr. Green ? 

Mr. Green. That is right. 

Mr. Bonner. We will get down to them. 

What service did Schnitzer Bros. render for this payment of 
$125,000? 

Mr. Green. They were responsible originally for the sale to Atomic 
Energy Commission. 

Mr. Bonner. They negotiated the sale with the Atomic Energy 
Commission ? 

Mr. Green. I do not know if they negotiated the sale. They are the 
people who called us and told us they were sending some people down 
to look at our trucks. 

Mr. Bonner. You didn’t pay them $125,000 just to tell you that 
the Atomic Energy Commission was interested in buying the trucks, 
did you? 

Mr.Green. Yes. As far as they were concerned, they were responsi- 
able for the sale to the Atomic Energy Commission. 

Mr. Bonner. Then the question is: Did they negotiate the sale for 
which they got the $127,000? 

Mr. Green. They were brokers in the sale. 

Mr. Bonner. Yes, sir; that answers the question. 

Mr. Levinson. They procured the purchaser. 

Mr. Bonner. Did your corporation pay Seymour Green $85,000 in 
connection with the sale of the trucks imported from the Philippine 
[slands? 

Mr. Green. In connection with the sale of the trucks to the Atomic 
Energy Commission ? 

Mr. Bonner. Imported from the Philippines. 

Mr. Green. Seymour Green got 20 percent of the profits of the 
corporation. Seymour Green’s commission was 20 percent of the 
profits of the de: al. 
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Mr. Bonner. How much does that amount to? 

Mr. Green. I think Seymour got about $85,000 total. 
the figure, if I remember right. 

Mr. Bonner. $85,000 4 

Mr. Green. That is right. 

Mr. Bonner. What service did Seymour render for this fee? 

Mr. Green. Seymour bought the trucks, shipped the trucks, and 
most of the time was in charge of the sales yard. He made the trip 
to the Philippines. 

Mr. Bonner. Do you happen to know the name of the person with 
whom he negotiated the purchase in the Philippines? 

Mr. Green. No, sir; I don’t. 

Mr. Bonner. Where is Mr. Seymour Green now 4 

Mr. Green. He is out of the country. 

Mr. Bonner. Do you know where he is? 

Mr. Green. At this particular time, no, sir. 

Mr. Bonner. Where was he when you had this transaction with 
him? Where was he supposted to have his residence ¢ 

Mr. Green. When I had what transaction with him? 

Mr. Bonner. The negotiations for the purchase of the trucks. 

Mr. Green. The Philippine Islands trucks? 

Mr. Bonner. Yes, sir. 

Mr. Green. Where did he reside at that time / 

Mr. Bonner. Yes, sir. 

Mr. Green. In Los Angeles, Calif. 

Mr. Bonner. Where was he when you last heard from him ? 

Mr. Green. He was in Italy. 

Mr. Bonner. Was he there on business / 

Mr. Green. Yes, sir. 

Mr. Bonner. You haven't heard from him since ? 

Mr. Green. Haven’t heard from him in 2 weeks. 

Mr. Bonner. Recently / 

Mr. Green. No, sir. 

Mr. Fine. How long ago was that? 

Mr. Green. Two weeks. 

Mr. Bonner. You heard from him 2 weeks ago? 

Mr. Green. Yes, sir. 

Mr. Bonner. Is he there on a business mission for your company 
now ¢ 

Mr. Green. Yes, sir. 

Mr. Bonner. Green Bros. Enterprises ? 

Mr. Green. No, sir; there is no Green Bros. Enterprises. 

Mr. Bonner. Green Bros. Truck Sales ? 

Mr. Green. Well, he is there on business primarily for himself. 
If he can buy anything that he cannot handle, we will come in. 

Mr. Bonner. Then he is acting there as your commission agent. 

Mr. Green. Yes. : 

Mr. 4 ine. What part of Italy is he in? 

Mr. Green. He was in Salerno and he was in Rome. I do not know 
what other parts. 

Mr. Fine. If you had to reach him, could you reach him within a 
few days? : 

Mr. Green. If I had to reach him right now, I think he should be 
in the States anytime. 
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Mr. Fine. Back in the United States? 

Mr. Green. Yes, sir. 

Mr. Bonner. You paid Mr. Seymour Green $85,000. What did 
Mr. Freeman do to earn the $42,000 / 

Mr. Green. Nothing. 

Mr. Bonner. What did he allege he did? 

Mr. Green. He claimed he helped Seymour buy the trucks from 
the Philippine Government, which he never did: but he claimed that. 

Mr. Bonner. Why did you pay him? 

Mr. Green. Our attorneys advised us that there was an infant baby 
and a widow wife, and that before a jury there would be the possibility 
of their rendering a substantial verdict on account of the widow and 
the baby. 

Mr. Bonner. The legal rights were in question; weren’t they ? 

Mr. Green, Sir? 

Mr. Bonner. Did he have any legal right to this payment ? 

Mr. Green. No, sir; he didn’t. 

Mr. Bonner. How much did he sue you for if you settled for $40,000, 
S42.500 ¢ 

Mr. Green. It was a ridiculous sum. I think it was $100,000. I 
am not sure. 

Mr. Bonner. What was the basis of his claim, on which he sued 
you? 
~ Mr. Green. He claimed he was instrumental in helping Seymour 
make the purchase at that price. He never went into the Philippine 
Surplus Commission with Seymour or anything else. But he aid know 
people in the Philippine Islands. 

Mr. Bonner. Did you know the nature of Mr. Freeman’s business 
at the time he claims to have assisted in this transaction ¢ 

Mr. Green. I asked Ed Udelson what Freeman was doing in the 
Philippine Islands. He mentioned some kind of construction program 
he was there on, a veterans’ hospital or a hospital deal of some kind. 

Mr. Bonner. Did he tell you who he was acquainted with or asso- 
ciated with in the Philippine Islands? 

Mr. Green. No, sir. 

Mr. Bonner. Did he tell you of any connections he may have had 
back here in the United States? 

Mr. Green. Absolutely not. 

Mr. Bonner. You stated you paid Mr. Sam Winer $20,000. 

Mr. Green. I didn’t say that yet. You didn’t ask that. 

Mr. Bonner. There seems to be so many you paid. 

Mr. Green. That is right. I may forget some of them myself. 

Mr. Bonner. We are just trying to get some information. 

Mr. Green. I will give it all to you. 

Mr. Bonner. I am not fussing or pressing. 

Tell us about Mr. Sam Winer. Did your corporation pay him 
$20,000 in connection with the purchase of the trucks? 

Mr. Green. Yes, sir. 

Mr. Bonner. Tell us about it. 

Mr. Green. Sam Winer went to the Philippine Islands to help my 
brother Seymour get the trucks out of the camps, check the trucks 
out, arrange for the receipt of the trucks on the ducks and arrange 
for the loading of the trucks on the ships. That was what he did. 

Mr. Bonner. Approximately how long was he there ? 
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Mr. Green. I would say he was possibly there 2 to 3 months. 

Mr. Bonner. Did we mention Mr. Haggarty ? 

Mr. Green. Did I mention Mr. Haggarty / 

Mr. Bonner. Did your corporation pay J. T. Haggarty $15,000? 

Mr. Green. Yes, sir: I mentioned that. 

Mr. Bonner. We discussed that ? 

Mr. Green. Yes, sir. 

Mr. Bonner. What service did Mr. Haggarty do, or did I ask that 
question ? 

Mr. Green. Mr. Haggarty and Mr. Bisell were the people who told 
Seymour about the trucks in the islands. 

Mr. Bonner. Then what did your corporation pay Mr. Bisell ? 

Mr. Green. I think $15,000. 

Mr. Bonner. He was just an informer also? 

Mr. Green. That is right. 

Mr. Bonner. Did he do any other work? 

Mr. Green. No, sir. 

Mr. Bonner. He just told you about the possibility of getting the 
trucks? 

Mr. Green. That is right. Haggarty and Bisell both told us that. 

Mr. Bonner. They got $30,000 for giving you that information? 

Mr. Green. That ts right. 

Mr. Fine. Did they have to sue you? 

Mr. Green. Mr. Haggarty sued us. 

Mr. Fixer. You didn’t make a voluntary settlement ? 

Mr. Green. No. 

Mr. Levinson. For the information of the committee, Haggarty 
filed suit. One suit was dismissed and then he filed a new suit, in- 
cluding all the parties. His original suit was defective. 

Mr. Bonner. How much did he claim in his suit ? 

Mr. Green. He wanted a one-sixth partnership for his part of the 
deal. 

Mr. Bonner. He wanted a one-sixth partnership. Who would the 
other partners be ? 

Mr. Green. Julius Green and Morris Green, and Edward Udelson 
and his brother and Seymour Green, and Mr. Haggarty was the No. 6 
man, 

Mr. Fine. How many lawsuits were there altogether against your 
company in connection with the purchase of all these trucks? 

Mr. Green. I think four or five, too many for me to keep track of. 

Mr. Fine. Who represented, you in all these lawsuits? Your 
present attorney sitting next to you ¢ 

Mr. Green. We had an attorney in California represent us. 

Mr. Bonner. How much did you pay the California attorney ? 

Mr. Green. I cannot remember that offhand. 

Mr. Bonner. You can get that for the record ? 

Mr. Green. I can get that at our office in Chicago. 

Mr. Bonner. If you will, and send it down for the record. 

Did your corporation pay Mr. Sam Goodman $9,000 in connection 
with the purchase ? 

Mr. Green. In connection with what sale? 

Mr. Bonner. In connection with the trucks purchased in the 
Philippines? 

Mr. Green. No. 
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Mr. Bonner. What did you pay Mr. Goodman for? 

Mr. Green. We paid Mr. Goodman $9,000 commission on a sale 
he negotiated with the Weyerhaeuser Timber Co. for 17 trucks. 

Mr. Bonner. Did your corporation pay a commission to Ely Cat- 
lin? Did your corporation pay him a commission in connection with 
this truck deal, the trucks imported from the Philippine Islands? 

Mr. Green. I do not remember anybody by that name. 

Mr. Bonner. Would you check that when you get back and write 
us a letter that can be incorporated in the record ¢ 

Mr. Green. We could have paid several commissions to people who 
sold trucks for us, and let me bring out now that that was checked by 
the General Accounting Department, which came in 2 years ago. 

Mr. Bonner. If it isn’t Catlin, it might be Caplin. 

Mr. Green. We will check our records. 

Mr. Bonner. Check it and write us a letter. 

Did your corporation pay out any other sums of money to persons 
connected with the sale of the United States trucks obtained from 
the Surplus Commission in Manila? Were there any other payments 
that you can recall ? 

Mr. Green. Not that I can recall offhand. 

Mr. Bonner. Was Green Bros. Enterprises, Inc., or any other busi- 
ness in which you had an interest dealing in World War ITI surplus 
property, prosecuted for other Army-vehicle transactions ¢ 

Mr. Green. Yes, sir. 

Mr. Bonner. What was the basis of the prosecution ¢ 

Mr. Green. Seymour bought some trucks in California, and the 
Government claimed that the trucks were purchased from veterans. 

Mr. Bonner. Veterans who purchased the trucks ? 

Mr. Green. Veterans who had purchosed the trucks supposedly for 
their own use and then resold them. 

Mr. Bonner. Did the United States Government secure a judgment 
in the case? 

Mr. Green. No, sir. We made settlement with the Government on 
that case. 

Mr. Bonner. How much did you settle for? 

Mr. Green. $40,000, I think it was. 

Mr. Bonner. Was it a civil or a criminal action ? 

Mr. Green. Civil. 

Mr. Bonner. And has the judgment been paid, sir? 

Mr. Green. Yes, sir. 

Mr. Bonner. Did your corporation sell United States Army trucks 
from the Philippines to the Weyerhaeuser Lumber Co. and to other 
private concerns / 

Mr. GREEN. Yes, sir. 

Mr. Bonner. Who are the other private concerns, if you can re- 
member ¢ 

Mr. Green. Gosh, there were hundreds of them—a lot of them. 

Mr. Bonner. Do you remember any large group? 

Mr. Green. Yes. The Consolidated Materials Co. 

Mr. Bonner. How many trucks did they buy 4 

Mr. Green. I think in all about 50 or 60, 

Mr. Bonner. Do you know of any other groups of a similar nature? 

Mr. Green. Bituminous Materials Co. in Chicago bought about 35. 

Mr. Bonner. Did you sell any to any Government agencies? 
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Mr. Green. No, sir. 

Mr. Bonner. Other than the Atomic Energy Commission ¢ 

Mr. Green. No, sir. 

Mr. Bonner. Did you sell any to anybody operating on a fee basis? 

Mr. GREEN. On a what? 

Mr. Bonner. Did you sell any corporation operating on a Govern- 
ment contract ¢ 

Mr. Green. I couldn’t tell you that ; I don’t know. 

Mr. Bonner. To your knowledge? 

Mr. Green. Not to my knowledge. 

Mr. Levinson. That question isn’t very clear. 

Mr. Green. You mean did we sell a truck to an operator who used 
it on a Government project ? 

Mr. Bonner. Yes, sir. 

Mr. Green. I wouldn’t know that. 

Mr. Bonner. You knew of no one whom you sold trucks to that had 
a construction contract for the Government / 

Mr. Green. I wouldn’t know that. 

Mr. Bonner. What was the difference in the price of the trucks to 
the Atomic Energy Commission and the price of the trucks to con- 
cerns such as the Weyerhauser Co. ? 

Mr. Green. The Weyerhauser Timber Co. paid $5,500 apiece for 
their trucks. 

Mr. Bonner. And the Atomic Energy Commission ? 

Mr. Green. $3,900 and $3,400. 

Mr. Bonner. Why was there that difference in price ? 

Mr. Green. Well, the difference in price was that we knew the 
Weyerhauser Timber Co. had been trying to obtain those trucks all 
over the country, and there were none available, so we got the market 
price for them when the trucks were released, which was from $5,500 
to $6,000 for trucks that were completely rebuilt and guaranteed. 

Mr. Bonner. Was there a consideration in the size of the deal ¢ 

Mr. Green. Yes, sir. 

Mr. Bonner. Are you familiar with the laws and regulations con- 
cerning the imposition of Federal excise taxes for articles sold by 
manufacturers, producers, or importers ¢ 

Mr. Green. Will vou ask that question again / 

Mr. Bonner. I will read it again slowly. Are you familiar with 
the laws and regulations concerning the imposition of Federal excise 
taxes for articles sold by manufacturers, producers, or importers ¢ 

Mr. Levinson. Mr. Chairman, please 

Mr. Bonner. I asked him if he is familiar with that. 

Mr. Levinson. I would like to raise this phase of the matter. 

Mr. Bonner. This is off the record. 

(Discussion off the record. ) 

Mr. Bonner. On the record. 

Did your counsel advise you as to the laws and regulations concern- 
ing the imposition of Federal taxes, excise taxes, for articles sold by 
manufacturers, producers, or importers? Do you know anything 
about the requirements of the Government with respect to those taxes / 

Mr. Green. Of the United States Government / 

Mr. Bonner. Yes, sir. 

Mr. Green. Of taxes on equipment brought in / 
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Mr. Bonner. Did your brother or anyone in your company make 
any inquiry about it ? 

Mr. Green. About taxes after they come into the United States ? 

Mr. Bonner. So you didn’t know about it. 

Mr. Green. Are you talking about taxes on equipment when it is 
in the United States ? 

Mr. Bonner. Reimported. 

Mr. Green. There was a Philippine Government tax for exporting 
them. 

Mr. Bonner. We are talking about an excise tax for imports into 
this country. 

Mr. Levinson. Is the chairman referring to customs ? 

Mr. Dononve. It is a Government sales tax. They call it an excise 
tax. 

Mr. Green. The State of California 

Mr. Dononvr. By the United States Government—a Federal tax. 

Mr. Green. No, sir; I don’t know anything about that tax. 

Mr. Bonner. Have you made any inquiries in connection with your 
sales of imported surplus trucks as to the applicability of Federal 
excise taxes ¢ 

Mr. Levinson. May I make a statement? 

Mr. Bonner. I just asked him. 

Mr. Green. I do not understand that question. 

Mr. Finer. There is a tax imposed for bringing this manufactured 
goods into the country. They impose the tax on newly manufactured 
goods and for bringing in used material. Did you know anything 
about those taxes? That is what the chairman is asking you about. 

This is after they are sold. 

Mr. Levinson. If the chairman please, there were certain customs 
requirements 
Mr. Bonner. I am not speaking about customs requirements, sir. 

Mr. Levrnson. It is not clear to me as the witness’ counsel what type 
of tax is being referred to here. 

Mr. Dononvur. When a manufacturer in this country manufac- 
tures a truck and he sells it, there is a certain manufacturer’s tax 
imposed on that sale. 

Mr. Levinson. A Federal sales tax? 

Mr. Dononver. That is right. It is an excise manufacturer’s tax. 

A similar tax is imposed upon an individual who brings in material 
from another country and sells it. 

Mr. Levinson. A used commodity—a commodity that has already 
been fabricated and shipped out of the country and then reshipped 
here ¢ 

Mr. Dononvr. When the original manufacturer has not paid the 
tax. 

Mr. Levinson. We are trying to clarify as to the type of tax you 
are referring to here. 

Mr. Bonner. Mr. Hoyt of the Internal Revenue, will you come up 
here, sir? 

Mr. Hoyt, I would like for you to make a statement with respect to 
this excise tax that is under discussion. 
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STATEMENT OF MAX HOYT, BUREAU OF INTERNAL REVENUE, 
TREASURY DEPARTMENT 


Mr. Horr. I am Max Hoyt, head of the Sales Tax Division of the 
Internal Revenue Bureau. 

Mr. Bonner, there is an excise tax on the sale by a manufacturer, 
producer, or importer of various items under chapter 29 of the In- 
ternal Revenue Code. Included in that chapter is a tax of 5 percent 
on the price for which automobile trucks are sold by the manufacturer, 
producer, or importer. 

Mr. Dononvr. And that tax is imposed against the importer when 
the manufacturer has not already paid that 5-percent tax to the 
Government ¢ 

Mr. Hoyr. That is right. 

Mr. Dononvr. In other words, the importer is relieved of the pay- 
ment of that tax providing the manufacturer originally paid it. 

Mr. Hoyr. If the importer can show that the tax was originally 
paid on that truck by the manufacturer prior to its exportation and 
that the manufacturer did not get a refund because of exportation, then 
he is relieved of the tax if it is reimported and sold. If he cannot 
show that, the importer is hable whether it is new or used items. 

Mr. Bonner. | ask you if these trucks were originally purchased 
by the Government—— 

Mr. Hoyr. I assume so. 

Mr. Bonner. Was there a manufacturer’s tax paid at that time? 

Mr. Hoyr. They were entitled at that time—that is, prior to June 1, 
1944—to buy tax free. Whether they did or not, I wouldn’t know. 
Their usual procedure was to buy tax free. 

Mr. Bonner. That is the general and customary practice ¢ 

Mr. Hoyr. That is right. 

Mr. Bonner. And the law that is on the statute books today is ap- 
plicable to a situation where a tax has not been paid ¢ 

Mr. Hoyr. Yes, sir. 

Mr. Dononvr. Assume this, Mr. Hoyt, that these trucks were pur- 
chased by the Government prior to June 1, 1944, tax free, and that 
the Government after June 1, 1944, sold them, as was the case in this 
particular instance under discussion, the fact that the Government 
was absolved, from paying the tax, would that same privilege be 
passed on to any subsequent purchaser such as an importer / 

Mr. Horr. With respect to these surplus materials which had been 
acquired by the military departments from various sources, they were 
turned over to the War Surplus Administration. I think that was 
what it was called at that time. The name has been changed once or 
twice since. 

Mr. Dononvr. It is now the General Services. 

Mr. Hoyr. Yes. On those there was a position taken that with 
respect to those resold in this country by manufacturers in this 
country, there would be no tax. No position was taken with respect 
to imported articles, articles that had been sold abroad and taken back 
to this country. 

Mr. Dononvr. Would you venture an opinion as to whether or 
not there would be an excise tax due on this surplus property that is 
purchased in foreign countries and imported here and resold / 
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Mr. Hoyr. My opinion is that the tax would apply. 

Mr. Bonner. The tax would apply ‘ 

Mr. Hoyr. That is right. 

Mr. Bonner. That is all. 

Mr. Levinson. | would like to raise one point. The Customs Bu- 
reau of the Government was entirely familiar with this entire transac- 
tion, the nature of the commodities involved, the sources of the ship- 
ments, and these articles were unbonded. 

Mr. Bonner. They have no jurisdiction over this feature. 

Mr. Levinson. The point I am making is that apparently this is a 
debatable question. We have an opinion by Mr. Hoyt. No question 
was raised by the Government at any time heretofore. 

Mr. Dononvr. Mr. Levinson, you know that the Customs Bureau 
and the Bureau of Internal Revenue are separate agencies. 

Mr. Levinson. Yes; I am entirely familiar with it. 

Mr. Dononvsr. Customs does not attempt to collect taxes for In- 
ternal Revenue nor does Internal Revenue collect taxes for Customs. 

Mr. Levinson. That is right. 

The reason I am raising that is that there is a grave doubt that I 
entertain. My opinion is that the applicability of a tax on a com- 
modity which was originally sold tax-exempt to a government and then 
went through various phases and various stages and is brought back 
to this country as war surplus, is doubtful as concerns a demand or 
request at that time for the imposition of a tax. 

There is a grave doubt in my own mind as to the applicability of 
the tax in that situation. 

Mr. Dononvr. At this point I would like to ask Mr. Levinson, were 
you the attorney for both these Green companies right from their 
inception ¢ 

Mr. Levinson. No, sir. 

Mr. Dononvur. When did you first become the attorney for these 
companies ¢ 

Mr. Levinson. Not until sometime in the year 1948. I came in 
purely as local counsel. I represented both Morris Green and Julius 
Green, his brother, in a personal capacity, and I handled their personal 
affairs. As a result of that, I was called in much after these trans- 
actions had developed. 

Mr. Dononvr. In other words, all of these transactions were con- 
summated, they were out of the way, when you were called in or re- 
tained as counsel ¢ 

Mr. Levinson. That is substantially correct. 

Mr. GREEN. Can I mention this now! When we informed the Goy- 
ernment, the Internal Revenue bureau, upon the liquidation of the cor- 
poration, our books were audited by the Internal Revenue and nothing 
mentioned about a 5-percent tax. 

Mr. Dononvr. As the chairman has pointed out, Mr. Green, we are 
not saying that you intentionally attempted to evade paying this tax. 
If you did evade paying it, we do not say that you did. That is the 
province of another agency of the Government, other than the legisla- 
tive branch. 

We might also state that in the event that it was not paid we do not 
say that you intentionally evaded paying. 
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Mr. Levinson. Mr. Green, am I correct in making the statement 
that the General Accounting Office has reviewed and audited all the 
books and records pertaining to these transactions ¢ 

Mr. Donounve. There, again, I can appreciate to a person outside 
the Government not being familiar with the functions of the different 
and various agencies of our Government—in other words, the General 
Accounting Office has nothing to do with the imposition of taxes. 

Mr. Green. Would the Internal Revenue men at Chicago who 
checked our books know of it? They are the people that released 
us and allowed us to liquidate the corporation. 

Mr. Dononve. I cannot speak for them. 

Mr. Bonner. I will ask you one more question, Mr. Green. Did 
you pay over to the collector of internal revenue any Federal excise 
taxes in connection with your sales of new or used surplus property ? 

Mr. Green. To the best of my knowledge; I don’t have sufficient 
information on that point. I am of the opinion that we paid all of 
our taxes. 

Mr. Bonner. You heard the discussion, and I ask you: Did you 
know of any excise taxes / 

Mr. Green. I don’t know of any, sir. 

(Discussion off the record.) 

Mr. Dononvre. Mr. Green, you say that you first heard that the 
Atomic Energy Commission needed trucks through Schnitzer. 

Mr. Green. Schnitzer Bros. called and asked us if we had any trucks 
available. We said that we did. They said they had a customer for 
400 trucks. 

Mr. Dononve. When did Schnitzer, or the representative of Schnit- 
zer, call you and inquire of you whether or not you had any trucks? 

Mr. Green. When? What date? 

Mr. Dononvr. Approximately. 

Mr. Green. I think it was some time in April. 

Mr. Dononve. Of what year? 

Mr. Green. Of 1948. 

Mr. Donouvr. What is the business of this steel company ? 

Mr. Green. Schnitzer Bros. Steel Co. have several businesses. They 
are in the steel business. They are in the oxygen business. They are 
in the equipment business. They are interested in construction equip- 
ment and trucks with construction equipment, and so on. 

Mr. Dononve. And are all these different companies owned and 
controlled by this steel company ? 

Mr. Green. I do not know. I could not tell you that. 

Mr. Dononvr. Are they located in one particular place? 

Mr. Green. I couldn’t tell you that. 

Mr. Dononvr. Had you ever done business with them prior to the 
time that they made the inquiry ¢ 

Mr. Green. Had I ever done business with them ? 

Mr. Dononve. Had your firm ? 

Mr. Green. No, sir. 

Mr. Dononvr. Was this before or after you had acquired these 
trucks ? 

Mr. Green. It was after we acquired the trucks. 

Mr. Donouvr. Didn’t T understand you to say—and if I am ineor- 
rect, please correct me—that you acquired these trucks in the fall of 
1948 % 
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Mr. Green. In the fall of 1947. 

Mr. Donouvr. And when were they shipped into this country ? 

Mr. Green. They came in in the fall of 1947, in the winter of 1947, 
and I think in January of 1948. I think there was one shipment in 
January of 1948, if I remember right. 

Mr. Donouvr. And after you told the steel company that ‘you did 
have these trucks, when did you again hear from them ? 

Mr. Green. The following day. 

Mr. Dononver. And at that time what information was imparted to 
you relative to these trucks? 

Mr. Green. Mr. Schnitzer told us that his customer was interested 
in 400 trucks and they would be out in a day or two to look the trucks 
over. 

Mr. Dononvr. And at that time did the steel company tell you who 
that customer was? 

Mr. Green. No, sir. 

Mr. Dononve. And at that time did the customer come to inspect the 
trucks ¢ 

Mr. Green. Yes, sir. 

Mr. Dononvur. When did ‘you first learn that their customer was 
the Atomic Energy Commission ? 

Mr. Green. The day they inspected the trucks. 

Mr. Dononver. And do you know the person who came—or persons 
if there were more than one—to inspect the trucks ? 

Mr. Green. Yes: there were more than one. 

Mr. Dononvr. What were their names? 

Mr. Green. I remember the man’s name who was in charge, a Mr. 
Wagner, and there was also a man in charge who had some construc- 
tion company that was working for the Atomic Energy Commission. 
I think his name was Carpenter, if I remember right. 

Mr. Donouve. You had had these trucks approximately 3 or 4 or 5 
months at the time? 

Mr. Green. That is right. 

Mr. Dononve. Did I understand you correctly when ‘you stated 
that these trucks were in need of considerable repair and recondition- 
ing, and did I understand you further that within that period of time 
you were able to repair and recondition 1,000 trucks? 

Mr. Green. No, sir. 

Mr. Dononve. Or 400 trucks? 

Mr. Green. No, sir. At the time that the Atomic Energy Commis- 
sion sent their representative out to see the trucks, I think there were 
228 trucks processed. 

Mr. Dononvr. In other words, you mean by that repaired and 
reconditioned ? 

Mr. Green. Right. 

Mr. Dononvr. Who repaired and reconditioned these trucks for 
you ¢ 
Mr. Green. We had a firm out there that we hired, that we con- 
‘acted with, that was called the Great Western Welding Co. 

Mr. Dononvur. Would you spell that name? 

Mr. Green. Great Western. 

Mr. Dononvr. And where was that firm located ? 
Mr. Green. In our yard. 

Mr. Dononvr. Where ? 
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Mr. Green. In Long Beach, Calif. 

Mr. Dononve. And is that a subsidiary of your company ‘ 

Mr. Green. No, sir. 

Mr. Dononver. And what sort of facilities did they have? 

Mr. Green. Well, they set up ashop. They set up a complete shop 
and we furnished all the parts. They furnished the labor and they 
furnished the seats, the painting and other little items that are neces- 

sary to repair a truck, but we furnished to them men we had there 
and we had stockrooms of parts. When a truck needed parts, we 
would furnish the parts. 

Mr. Donouve. When you say they set up a shop, what sort of a 
structure did they set up? 

Mr. Green. They had a building, set up an open building with 
chain falls and welding equipment ‘and tools to remove engines and 
pull them out, tear them apart. 

Mr. Dononvr. Was this structure of wood or of brick? 

Mr. Green. It was of steel. 

Mr. Donouve. Sheet steel ? 

Mr. Green. Beams and sheet steel. 

Mr. Dononver. How long had the Great Western Co. been in exist- 
ence prior to your firm entering into this contract with them? 

Mr. Green. I do not know. 

Mr. Dononve. But they were an operating company in Long Beach? 

Mr. Green. Yes, sir. 

Mr. Dononver. Could you tell the subcommittee the names of any 
of the officers of that company ¢ 

Mr. Green. There were two fellows who owned it. I just cannot 
think of their names. I will furnish them to you. We have their 
names. 

Mr. Donouve. Will you also furnish to the committee how long the 
Great Western Corp. had been in business, if the information is avail- 
able, and its location prior to the time that they set up this shop ? 

Mr. Green. I think its location was in Wilmington, Calif., which is 
just a few miles from Long Beach, and they had a shop there where 
they were rebuilding trucks, mounting bodies on hoists and lengthen- 
ing frames, and so forth. 

Mr. Dononur. Getting back to the time prior to your acquiring this 
material in the Philippines, you say that the information first came to 
your firm through Haggarty ? 

Mr. Green. And Bisell. 

Mr. Donounve. And Bisell. And your brother at that time was 
the sales manager for their partnership ¢ 

Mr. Green. At that time they bought this shipment of equipment 
and brought into the country this equipment and my brother Seymour 
handled the sale of it. 

Mr. Donouve. Sales of this equipment / 

Mr. Green. That is right. 

Mr. Dononve. In this country ? 

Mr. Green. That is right. 

Mr. Dononve. And did he go to the Philippines as their representa- 
tive? 

Mr. Green. He originally went to the Philippines as their repre- 
sentative. They were going to purchase some trucks in the Philip- 








208 DISPOSITION OF WAR SURPLUS PROPERTY 


ere but, when Seymour got there and found out that the trucks were 
or export only, he phoned them and they were not interested in the 
trucks that were for export only. He told them at that time, “If you 
are not interested, I will call my brothers and find out if they are 
interested.” 

Mr. Dononvur. And was it at that time that you set up the corpora- 
tion of Green Bros. Truck Sales? 

Mr. Green. Sir? 

Mr. Dononve. Was it at that time that you set up the corporation 
of Green Bros. Truck Sales ? 

Mr. Green. It was at that time that we set up Green Bros. Enter- 
prises. 

Mr. Dononvur. Was Green Bros. Truck Sales also in existence at 
that time? 

Mr. Green. Yes, sir; for many years. 

Mr. Dononue. Will you tell the committee—and I do not know 
that it is very material—why you set up a separate company to handle 
this transaction 

Mr. Green. We set up a separate company because we didn’t have 
enough money to handle the deal and we took in a partner and we set 
up a separate corporation. 

Mr. Dononvr. Why couldn’t you take in the same associates into 
Green Bros. Truck Sales? 

Mr. Green. We didn’t want to have Green Bros. Truck Sales have 
anything to do with that deal. 

Mr. Dononvr. Why ? 

Mr. Green. It would become involved. We buy trucks and sell 
trucks every day and we didn’t want. this particular deal involved 
with Green Bros. Truck Sales. We brvougnt in outside capital. 

Mr. Dononvr. This was a proposition of buying and selling trucks. 

Mr. Green. Just that one group of trucks. 

Mr. Dononve. Do I understand this is the only transaction that 
the Green Bros. Enterprises engaged in? 

Mr. Green. That is right. 

Mr. Donounver. And do I understand correctly that this corporation 
was dissolved immediately after all this equipment was disposed of? 

Mr. Green. After all the equipment was disposed of; yes, sir. 

Mr. Dononver. And the officers in both companies were more or less 
the same? 

Mr. Green. In both companies? 

Mr. Donouve. Yes. 

Mr. Green. No, sir; they are not. 

Mr. Dononvr. Were they different officers? 

Mr. Green. Yes, sir. 

Mr. Dononve. Who were the officers of the two companies ? 

Mr. Green. Green Bros. Truck Sales is owned by Morris Green and 
Julius Green. It has been in business since 1939 as truck dealers. 
Green Bros. Enterprises was formed for the Philippine deal with 
Morris Green and Julius Green and the Udelsons. 

Mr. Dononvr. Would you repeat those names again, please ? 

Mr. Green. Morris Green and Julius Green and Edward Udelson. 

Mr. Donouvr. What about Seymour? 
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Mr. Green. Seymour Green was not part of the deal. Seymour 
was a commissioned salesman in the deal or a commissioned agent. 
Seymour Green didn’t put up any money toward the deal. 

fr. Donouvur. He merely rendered service? He was an employee 
of that corporation ¢ 

Mr. Green. If you want to call it that. 

Mr. Donouve. How was the stock in that latter corporation divided ¢ 

Mr. Green. I held 25 percent of it, Julius had 25 percent of it, and 
Edward Udelson and his brother had 50 percent. 

Mr. Dononve. In other words, they put up most of the money ¢ 

Mr. Green. They put up 50 percent of the money and we put up 
50 percent of the money. In fact, we had a little more money in it 
at the end than they did. 

Mr. Dononvr. You knew, did you not, at that time, that your 
brother called you, that if this equipment was brought back to this 
country, you wouldn’t be able to sell it here ? 

Mr. Green. That is right. 

Mr. Dononve. And did you make any attempt to have it repaired 
in the Philippine Islands? 

Mr. Green. No, sir. 

Mr. Dononve. You made no effort ? 

Mr. Green. No. 

Mr. Dononve. You made no effort to have it repaired ¢ 

Mr. Green. No, sir. 

Mr. Dononvur. Where did you expect to sell this equipment if you 
could not sell it in this country ¢ 

Mr. Green. At the time we purchased this equipment there was a 
very, very good export market. In 1947 the market was good but 
in 1948 the market was bad. 

Mr. Donounvr. Where? 

Mr. Green. South America, Turkey, Greece. 

Mr. Dononve. In Greece? Where were the Greeks to get the 
money ¢ 

Mr. Green. I don’t know, maybe the United States would furnish it. 

Mr. Dononve. Of course, you weren’t interested where the money 
came from. 

Mr. Green. Only that it was American money. 

Mr. Dononve. The hauling charges and the freight charges in 
bringing that equipment to this country ran into a lot of money ¢ 

Mr. Green. Yes, sir. 

Mr. Dononue. If it were to be repaired, you had to spend a lot of 
money shipping it out. 

Mr. Green. We would have to spend a lot of money shipping it 
out ? 

Mr. Dononve. Yes, sir. 

Mr. Green. Sir, that is up to the people who buy them. 

Mr. Dononvr. You did intend to sell it in this country, then ? 

Mr. Green. We intended to sell it out of the country, but the ex- 
port people, the export firms, who were purchasing here after they 
bought trucks, they made arrangements for shipping them out. 

Mr. Dononve. How long after the equipment was in this country 
did you start negotiations through your law firms in having this 
bond voided? 
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Mr. Green. Will you ask that again, please ? 

Mr. Dononvr. Mr. Reporter, will you read the question ? 

(The reporter read the following : “How long after the equipment 
was in this country did vou start negotiations through your law firm 
in having this bond voided ?”) 

Mr. Green. We never started negotiations with any law firm to lave 
a bond voided. 

Mr. Dononve. What did you retain this law firm for? 

Mr. Green. To have these trucks released for sale in the United 
States. 

Mr. Dononve. You had posted a bond? 

Mr. Green. That is right. 

Mr. Dononve. That bond had in it a condition that you would 
export these trucks within a certain period of time or suffer a certain 
loss of money by way of liquidated damages? 

Mr. Green. That is right. 

Mr. Dononve. So if those trucks were released, as vou put it, you 
knew that you would be free of that obligation ? 

Mr. Green. That is not right. 

Mr. Donounvur. Why? 

Mr. Green. Because those bonds could be extended from one year 
to another. The customs allows those bonds to be extended. 

Mr. Dononve. I mean in the event that you were permitted to sell 
these trucks in this country, you knew that would relieve you of the 
obligation of shipping them out. 

Mr. Green. That is right. 

Mr. Dononvr. Thereby you would be saved from paying any money 
by way of liquidated damages? 

Mr. Green. That is right. 

Mr. Dononvr. And you say you did not have that in mind when 
you retained the law firm to obtain this release? 

Mr. Frxe. You must have had that in mind. 

Mr. Green. We knew if the trucks were released, we would be 
released on the bond; yes. 

Mr. Donouve. That was very important to you? 

Mr. Green. I think it was. 

Mr. Dononvr. You know it was, don’t you? 

Mr. Green. Naturally, it was. 

Mr. Dononvr. I will repeat a question I put a few moments ago. 
When did you retain these law firms for the purpose of bringing about 

a release which would en: able you or your firm to dispose of this 
lt write in this country? 

Mr. Green. I think that Mr. Udelson contacted this law firm in 
Cleveland; not over 3 weeks to 4 weeks from the time that he contacted 
him until the time that the trucks were released. 

Mr. Dononvr. That isn’t my question. These trucks came in here 
in the fall or winter of 1947; is that correct ? 

Mr. Green. Yes, sir. 

Mr. Dononve. When after the equipment entered this country was 
this law firm retained for the purpose of bringing about this release ? 

Mr. Green. I think they were contacted in March of 1948, March 
or April. I do not remember exactly. 

Mr. Levinson. It was about the Ist of March, I believe. 
Mr. Green. Sometime in March. 
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Mr. Dononvr. That was before you had heard from the steel com- 
pany that the Atomic Energy Commission was interested in obtaining 
these trucks ? 

Mr. Green. That is right. 

Mr. Dononvr. And at that time your company was operating in 
Long Beach, Calif. ? 

Mr. Green. That is right, sir. 

Mr. Dononver. How did it happen that you came all the way to 
Cleveland to get a law firm to bring that about ? 

Mr. Green. Mr. Udelson’s business was in Cleveland and he had a 
half interest in the deal. 

Mr. Dononvr. Do you know of your own knowledge whether or 
not this same I: 3 firm had represented Mr. Udelson in other cases? 

Mr. Green. I do not know, sir; no, sir. 

Mr. Dononvr. Did you ever hear him say that it had? 

Mr. Green. No, sir: I didn’t. 

Mr. Dononvr. Are these figures correct, Mr. Green, that you paid 
$500 to Mike Moore in connection with this ? 

Mr. Green. Yes, sir. 

Mr. Dononvr. What did you pay the $500 to Mike Moore for? 

Mr. Green. $500 to Mike Moore’ He inspected the trucks for the 
Weverhauser Timber Co. and, according to Weyerhauser, they wanted 
dents removed and everything else, and Moore said, “Pass the little 
dents. They do not mean very much.” So when the trucks were 
delivered, we paid Moore $500 for that. 

Mr. Dononvr. Did he bri ing suit in order to collect ? 

Mr. Green. No. 

Mr. Dononvr. You probably have explained why you paid Sam 
Goodman $9,000. 

Mr. Green. That is correct. 

Mr. Dononvr. Would you mind refreshing my recollection ? 

Mr. Green. Why. sir, Sam Goodman got $9,000! 

Mr. Dononur. Yes. 

Mr. Green. Because he was the original man who looked for that 
particular model truck for a customer. In other words, he came to 
us and said, “Do you have a certain model truck ?” 

We said, “Yes.” 

That was why he got $9,000. 

Mr. Dononve. Just because you said yes, you had the trucks? 

Mr. Green. No; because the parties who were interested in the 
trucks or the parties who were to purchase the trucks contacted him. 

Mr. Dononvr. There wasn’t any contract entered into by your firm 
with his customer ? 

Mr. Green. Yes, there was. 

Mr. Dononve. Oh, there was? 

Mr. Green. Yes, sir. 

Mr. Dononvr. Then you broke that contract and, as a result— 

Mr. Green. Didn’t break any contract. We delivered 17 trucks 
to the Weyerhaeuser Timber Co. at $5,500 apiece. 

Mr. Dononvr. And $9,000 was his commission ¢ 

Mr. Green. $9,000 was his commission. 

Mr. Dononvr. So then you paid $370 to Keystone Equipment Co. 

Mr. Green. Keystone Equipment? I don’t recall that, sir. 

Mr. Dononvr. Do you recall paying $250 to Al Asher ¢ 
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Mr. Green. Yes, sir. 

Mr. Dononvr. And what did you pay that money for? 

Mr. Green. He brought somebody in who bought a truck, one of 
his customers. 

Mr. Donouve. The Schnitzer Bros. Steel & Products Co.—that 
was not a brokerage company, was it 

Mr. Green. Schnitzer Steel & Products Co.—I do not know if they 
are a brokerage company or not. 

Mr. Dononve. Did you have any agreement or understanding with 
them that in the event that you disposed of any of the equipment, 
they would be paid a brokerage fee? 

Mr. Green. That is right. 

Mr. Dononvr. And their brokerage fee was at what rate? 

Mr. Green. It was figured at approximately 10 percent of the total 
sale, so when we paid the Schnitzer Bros. we showed a commission 
on certain types of trucks so much money. There were two types of 
trucks, Diamond T’s and Whites and Corbitts. which are the iden- 
tical type. We showed $500 on the White and Corbitt and $250 on 
the Diamond T each. 

Mr. Donouvr. He got 10 percent? 

Mr. Green. It amounted to less than 10 percent. 

Mr. Dononvr. Who called you from the Schnitzer Bros Co.? 

Mr. Green. Morris Schnitzer. 

Mr. Donouvr. Had you ever had any dealings with the Schnitzer 
Bros. prior to this deal? 

Mr. Green. The only thing I knew of Schnitzer Bros. prior to that 
was that one of the Schnitzer brothers was in the Philippines and 
met my brother Seymour. 

The Schnitzers were buying construction equipment and steel at 
that time, and my brother Seymour would tell them that he saw some 
steel or scrap or something else they were interested in somewhere, 
and this Schnitzer chap would tell him that he had seen some trucks 
at another spot. 

Mr. Dononvr. You never had any business dealings with Schnitzer ? 

Mr. Green. No, sir. Seymour loaned Schnitzer, I don’t remember 
whether it was $10,000 or $15,000 or $20,000 for 1 day and Schnitzer 
repaid him the following day, and I think this Schnitzer fellow did 
the same thing for Seymour there one day. 

Mr. Dononvur. That was in the Philippines? 

Mr. Green. Yes, sir. 

Mr. Dononur. You paid $100 to Joseph Leoni. Do you remember 
that ? 

Mr. Green. Yes, sir. 

Mr. Dononur. What did you pay that for? 

Mr. Green. Storage. 

Mr. Dononve. And you paid $15,000 to Bisell ? 

Mr. Green. Yes, sir. 

Mr. Dononvr. Who was a partner with Haggarty? 

Mr. Green. Right. 

Mr. Dononve. And that was because he allegedly was instrumental 
in bringing about the purchase of this equipment? He so alleged? 

Mr. Green. That is right. 

Mr. Dononve. Then you paid $40,000 to Sam Wyner? 

Mr. Green. Right. 
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Mr. Dononve. Who is this Sam Wyner? 

Mr. Green. Sam Wyner is a truck dealer out of Akron. At that 
time he was doing some business with Ed Udelson, buying some 
trucks for Ed Udelson and selling trucks for Ed Udelson. 

Mr. Dononve. And he was a partner or a business associate of Ed 
Udelson in the Allied Equipment Co., wasn’t he ? 

Mr. Green. I do not know that, sir. 

Mr. Dononve. And what did he base his claim on? You may have 
told us before, but I would like to have you repeat it. 

Mr. Green. He based his claim on the work he did in the islands. 

Mr. DononveE. In helping to load and set up this equipment for 
shipment ¢ 

Mr. Green. That is right. 

Mr. Dononver. Then you paid to the executors of the estate of 
Joseph H. Freeman $42,500 ¢ 

Mr. Green. That is right. 

Mr. DonouveE. Insofar as this J. H. Freeman was concerned, did 
you ever have any business dealings with him before this particular 
transaction / 

Mr. Green. No, sir. 

Mr. Dononve. You say you never knew him? 

Mr. Green. No, sir. 

Mr. Dononve. Do you know if your brother Seymour knew him? 

Mr. Green. No, sir; he didn’t. 

Mr. Dononvr. Do you know or did your brother Seymour ever 
tell you that he was associated with him in any way ? 

Mr. GREEN. No, sir. 

Mr. Dononve. And at some time he or his estate brought an action 
against your company 4 

Mr. Green. That is right, sir. 

Mr. Dononve. For a commission ? 

Mr. Green. That is right. 

Mr. Dononvr. You retained a law firm to handle your end of the 
case ¢ 

Mr. Green. Right. 

Mr. Dononvur. And your law firm kept you advised as to the basis 
of Freeman’s claim ? 

Mr. Green. That is right. 

Mr. Dononve. What information did your law firm transmit to 
vou relative to the basis for his claim? 

’ Mr. Green. They didn’t think he was entitled to anything. 

Mr. Dononvr. What information did they transmit to you as to 
the facts on which he based his claim ? 

Mr. Green. He based his claim on the fact that he helped Seymour 
buy the trucks. 

Mr. Dononve. And Seymour—you had been in touch with him all 
during this period that this suit was pending? 

Mr. Green. Yes. 

Mr. Dononve. And Seymour emphatically denied that he ever had 
anything to do with it? 

Mr. Green. That is right. 

Mr. Dononver. And never knew him? 
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Mr. Green. No. Seymour said he met him at the hotel in Manila. 

Mr. Donouvr. But he in no way participated in the negotiations 
that resulted in the sale of these trucks? 

Mr. Green. That is right. 

Mr. Dononve. Notwithstanding denials on your part and Sey- 
mour’s part as to these allegations, your firm paid this estate over 
$40,000, over 40 percent of the claim he was suing you for, which was 
$100,000 ? 

Mr. Green. That is right; on the recommendation of our counsel. 

Mr. Donouvr. This list I have before me does not have any item as 
to what you paid Great Western for repairing and reconditioning this 
equipment. Do you recall how much you paid them ? 

Mr. Green. Per truck or total? 

Mr. Donouve. Over all. 

Mr. Green. It ran into an awful lot of money. I do not know the 
exact amount. 

Mr. Dononvr. Did they recondition all of them for you? 

Mr. Green. All but 170. 

Mr. Dononvr. And who reconditioned the 170? 

Mr. Green. We did some of it ourselves and let some of it out with 
some other companies. 

Mr. Donouvr. Were any of these thousand trucks sold to any 
foreign countries? 

Mr. Green. Yes; there were a few that went to Canada. 

Mr. Donouver. How many ? 

Mr. Green. Four. 

Mr. Dononvr. Were they sold to the Canadian Government or to 
individuals in Canada ? 

Mr. Green. A dealer firm in Canada. 

Mr. Donouvr. Do you recall the name / 

Mr. Green. Levy Auto Parts. 

Mr. Dononvr. Your attorney probably can do this. Will you 
furnish the committee with a copy of all suits that were brought 
against you in connection with the purchase of this equipment ? 

Mr. Levinson. You mean a copy of the complaint or whatever it 
might be that is pertinent ? 

Mr. Donouve. Yes. 

Mr. Levinson. Several of these suits were filed in California and 
I have only second-hand knowledge of them. As a matter of actual 
fact, 1 do not have some of them. 

Mr. Donouve. You can get certified copies. 

Mr. Levinson. I can probably get appropriate copies from the Cali- 
fornia attorneys; yes, sir. 

Mr. Dononvr. While your attorneys were working on bringing 
about a release under this bond, did you have any communications 
or correspondence with your law firm? 

Mr. Green. If I remember right, they called once and asked us to 
contact the firms that were interested in the trucks and have them 
send a wire to them. 

Mr. Dononve. A wire to whom ? 

Mr. Green. A wire to—I don’t remember—it was either to the 
Commerce Department or to them. I think it was to them. 
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Mr. Dononvur. You say within a certain period of time after you 
engaged this law firm you were notified that you would be permitted 
to dispose of this equipment in the United States ¢ 

Mr. Green. We were notified after the regulation was changed ; they 
notified us and told us that the regulation was changed. 

Mr. Dononvr. How long after you engaged this law firm were you 
so notified ¢ 

Mr. Green. I would say possibly 3 or 4 weeks. I do not remember 
exactly. 

Mr. Dononve. And you knew, did you not, when you were notified 
that this regulation permitting the disposal of property in this country 
that had been purchased in a foreign country was general in applica- 
tion and did not specifically apply to your request ¢ 

Mr. Green. Will you ask me that again, please ¢ 

Mr. Donouvr. Would you read the question ¢ 

(The reporter read the following :) 

And you knew, did you not, when you were notified that this regulation per- 
mitting the disposal of property in this country that had been purchased in a 
foreign country was general in application and did not specifically apply to your 
request? 

Mr. Green. That is right. 

Mr. Dononve. And for the services rendered by this law firm you 
paid them $95,000 ¢ 

Mr. Green. That is right. 

Mr. Fine. $98,000. 

Mr. Green. I think it was a little more than $95,000. 

Mr. Busu. This company that was set up to make the purchases and 
do the business in regard to making the purchases of the trucks in 
the Philippines—what was your investment in that company’ How 
much money was put in ¢ 

Mr. Green. All together in the original truck purchases or com- 
plete ¢ 

Mr. Busu. Your complete investment, your capital. 

Mr. Green what was the capitalized value of the corporation? 
What was it capitalized at ? 

Mr. Green. It was capitalized at, I think, $100,000. 

Mr. Levinson The capitalization of this company was $100,000, 
The additional investments that were made in order to purchase the 
trucks and bring them into this country before any returns were 
realized at all ran between $500,000 and $600,000. 

Mr. Green. I think closer to $600,000. 

Mr. Levinson. These are general figures. I might be able to give 
vou more specific figures. 

Mr. Green. We have that information along with us. We have a 
brochure. 

Mr. Levinson. The audit. 

Mr. Green. We have the audit that shows the original investment. 

Mr. Busu. When you dissolved your company, did away with it, 
when it was finished, what was your net profit in the transaction ? 

Mr. Green. I got $85,000, Seymour got $85,000, Julius got $85,000, 
and Ed Udelson got $170,000, or approximately that. 

Mr. Levinson. That is right. 

I might also state that there was a time when the investment in this 
whole situation was very large and with the change of economic condi 
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tions there was a possibility of this entire venture being a very, very 
substantial loss. There was that possibility. They had a very large 
stake and a very large investment in this entire situation due to the 
change in the export market. ‘Then manufacturers and people requir- 
ing certain types of equipment, trucks, cranes, and other types of 
equipment, who couldn’t get them in the market, bombarded Wash- 
ington. 

Mr. Busu. You stated previously that you made the purchase of 
these trucks for approximately $250 apiece. 

Mr. Green. That is right. That was the initial cost furnished to 
the Philippine Government. 

Mr. Busn. Then you had shipping costs? 

Mr. Green. We had things before shipping costs. We have moving 
costs. We had to move them to the docks for shipment, towing them 
in some cases 30 or 40 miles to the docks where the stevedoring firms 
loaded the trucks onto the boats. 

Mr. Busu. Then you had them make repairs to them after you got 
them here ? 

Mr. Green. That is right. 

Mr. Busu. How much did you have approximately invested in 
these trucks when you finally had them ready for resale ? 

Mr. Green. Per truck cost, is that what you mean / 

Mr. Busn. Yes. 

Mr. Green. I would say approximately $1,500 or a little better. 

Mr. Busu. And got approximately $3,400 to $3,900 from the Atomic 
Energy Commission / 

Mr. Green. That is right. 

Let us bring out one point. We repaired the best trucks from the 
start, because we were hoping for an export sale, and we were pretty 
well tied up for money. So we picked all of the best trucks that needed 
the least amount of work from the start. 

Mr. Busu. Where did you get these parts from? Did you buy them 
from the Diamond T people or the White Co. ? 

Mr. Green. We bought parts all over the country, anywhere we 
could obtain them. You cannot obtain too many parts for an Army 
truck from the manufacturer. 

Mr. Busu. Did you have to put in whole new units, such as trans- 
missions, engines, or differentials ? 

Mr. Green. In some cases where we replaced transmissions and dif- 
ferentials, we wrecked a poor outward-appearing truck and used that 
transmission or differential. In some cases we replaced gears and 
shafts and clutches in the original transmission or rear axle or what- 
ever it might be. 

Mr. Bonner. I have permission from the House to sit this after- 
noon, so we will take a recess now until one-thirty. 

(Whereupon, at 12:10 p. m., the hearing recessed to reconvene at 
1:30 p.m. of the same day.) 
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AFTERNOON SESSION, THURSDAY, APRIL 4, 1951 


Mr. Bonner. The subcommittee will come to order. Mr. Fine. 


FURTHER TESTIMONY OF MORRIS GREEN, USED TRUCKS, 
CHICAGO, ILL. 


Mr. Fine. I was interested in that Washington deal with these 
attorneys from out in Cleveland and the attorneys down here in Wash- 
ington. I think you gave us their names in Cleveland. They were 
Duffy and Friedman? ’ 

Mr. Green. Yes. 

Mr. Finer. And then down here in Washington they were Hayes and 
Goldstein ? 

Mr. Green. That is right. 

Mr. Fine. Your firm paid them $98,000? 

Mr. GREEN. Yes. 

Mr. Fine. Did you ever get a bill? 

Mr. Green. I think we did, yes, sir. 

Mr. Fixe. Have you got a copy of that bill around? 

Mr. Green. Yes, I think I have. I will have to look through the 
stuff and get it for you. 

Mr. Fine. While you are looking for that, will you see if you can 
pick up some correspondence between your attorneys and yourself and 
your firm or any correspondence between the attorneys in the Depart- 
ment of Commerce ? 

Mr. Green. This is not a bill but it shows—it is a letter to us and 
shows where we paid $50,000 on account on May 4, 1948, and where 
they are requesting the balance, or telling us the balance of $45,200— 
you can have that, you can look at it. 

Mr. Fine. We might as well have the other correspondence, too. 
This is the cor respondence, practically, at the close of the deal? 

Mr. Green. Yes, sir. 

Mr. Fine. Dated to them June 5, after the matter was consummated. 
I am interested in the correspondence at the inception of the deal. 

Mr. Green. We do not have any. 

Mr. Fine. Well, was there any retainer agreement ? 

Mr. Green. No, sir. 

Mr. Finer. Entered into between the attorneys out in Cleveland and 
your firm ? 

Mr. Green. No retainer agreement. It was $100 a truck if they 
would release them and nothing if they did not. 

Mr. Fre. That was the agreement then ? 

Mr. Green. Yes. 

Mr. Fine. It was an oral agreement of $100 per truck payable to 
the attorneys provided they were able to obtain this release from the 
Department of Commerce ? 

Mr. Green. That is right. 

Mr. Fine. You may be interested, Mr. Chairman, to have the docu- 
ments marked in evidence. These are the letters from Mr. Duffy, coun- 
sel in Cleveland, Ohio, to the Green Bros. Enterprises, Inc., which 
contains information as to the fees and how the fees were paid and 
how they were arrived at. May we have them marked ? 
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Mr. Bonner. Yes. They will be inserted in the record at this 
point. They will be returned to you, Mr. Green. 

Mr. Green. You mean they will be returned to us by mail? 

Mr. Bonner. Are these the originals? 

Mr. Green. They are the originals. 

Mr. Bonner. They will be safe and we will return them to you 


immediately. 
Mr. Fine. If you want to we can have them read right into the 


record. 

Mr. Bonner. Read them into the record. 

However, in order to save time, rather than to do that, we will have 
them copied and then we will give them to the reporter to be put in 


the record at this point. 
(The letters referred to marked “Exhibits 23A, 23B, 23C, and 23D,” 


follow: ) 
EXHIBIT 23A 


WASHINGTON, D. C., April 21, 1948. 
Dan W. Durry, Esq., 
Cleveland, Ohio. 

Dear DAN: Congratulations on the release of the Green Bros., trucks for 
domestic consumption. 

I have just received the news from the White House. I am enclosing a copy 
of the press release which just came off the wire. This release will be in the 
morning papers and the Federal Register. 

Give my best to Bernie Friedman and Ed Udelson. 


Sincerely, 
Epwarp J. HAYEs. 


EXHIBIT 23B 


CLEVELAND, On10, May 28, 1948. 
Mr. JULIUS GREEN, 
Chicago, Ill. 

Dear Jutius: Mr. Edward Hayes asked me the other day, when I talked to 
him on the telephone, as to how soon we could expect payment of the balance 
of our fee. 

Before Ed Udelson left for California, he said the balance would be forwarded 
to usin afew days. I would indeed appreciate it if you would advise us promptly 
so that we could notify Mr. Hayes. 

Yours very sincerely, 
BERNARD FRIEDMAN. 


Exursit 23C 


GREEN Bros., ENTERPRISES, INC., 
Chicago, Ill., June 2, 1948. 
DAN W. Durry, 
Cleveland, Ohio. 

Dear DAN: Referring to your letter of May 29, regarding balance due, may we 
advise we have sold a large number of trucks to a Government agency. We 
have received a purchase order confirming the purchase, but it will be several 
days before we will receive any payment. 

Immediately upon receiving a payment from the Government agency, we will 
forward the balance due you. 

We would appreciate receiving a statement. 

Very truly yours, 


Green Bros. ENTERPRISES, INC., 
, Secretary. 
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Exarsir 23D 


CLEVELAND, OHI0, June 5, 1951. 


GREEN Bros. ENTERPRISES, INC., 
Chicago, Jil, 
(Attention: Mr. Julius Green.) 
Dear Mr. GreeEN: Pursuant to your letter of June 2, 1948, this is to advise 
you that as per agreement with Edward Udelson, at the time your matter was 
consummated, the balance due us for legal services rendered is $45,200. 


Yours very truly, 
Dan W. Duvrry. 
BERNARD FRIEDMAN. 


The CuHarmman. You may proceed. 

Mr. Green. Here is a copy of the release, if you want that. 

Mr. Levinson. They know about that. 

Mr. Green. Do you have a copy of the release / 

Mr. Levinson. Well, of course, you know about this, the order was 
issued. 

Mr. Bonner. You may proceed. 

Mr. Frne. You stated this morning that you received notice that 
the release had been obtained from the Department of Commerce. 
You did not tell us in what manner that notice was given. How 
did you receive it—what was the form of the notice from whom, did 
you say ¢ 

Mr. Green. I just gave you a letter. 

Mr. Fine. What? 

Mr. Green. I just gave you a letter from Mr. Duffy that explained 
that the release was in effect. 

Mr. Frye. You said something about receiving notice yourself 
directly by telegraph from somebody. 

Mr. Green. No, sir; I do not remember saying anything like that. 

Mr. Fine. Did you receive a wire from somebody ? 

Mr. Green. I do not remember any wire. 

Mr. Fine. You said that the first time you heard about it was when 
this letter was received by Mr. Duffy from Mr. Hayes, dated April 21, 
1948. 

Mr. Green. I think I made a phone call to Cleveland, that is, 
Udelson called us and told us that they had obtained a release. He 
did not get no telegram. No; he was in Cleveland and the law firm 
in Cleveland informed him. 

Mr. Frxr. The first question I asked you this afternoon was 
whether or not there was a bill and you handed up these documents, 
these letters. Did you have any other document besides these ? 

Mr. Green. I pulled the file. We do not have any other that I 
know of. Of course, those records have been gone into by the Gen- 
eral Accounting Department and the Internal Revenue Department, 
and they are getting pretty well mixed up. And these files are getting 
mixed up, if you know what I mean. 

Mr. Fre. I do. 

Mr. Green. All right. 

Mr. Fre. I am anxious without wasting and spending too much 
time now, because I am certain that you are going to tell me you do 
not have the documents here; will you make a search for them ? 

Mr. Green. Yes; I will. 

Mr. Fine. I would like to get them. 
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Mr. Green. You will notice at the top where a check for $50,000, 
with the check number inserted and the date, has been paid to them. 

Mr. Fre. I have no doubt that you paid them the money. 

Mr. Green. That is right. 

Mr. Levinson. Our records could show the payment. 

Mr. Frnt. I do not doubt that. Nobody will.question that. 

Mr. Green. I do not know whether w e got a bill for it or not. 

Mr. Frnr. I am interested in all the correspondence between the 
firm out in Cleveland the firm in Washington and the Department of 
Commerce. 

Mr. Green. All right. Well, we never got anything from the De- 
partment of Commerce. 

Mr. Fine. There might have been correspondence between the at- 
torneys and the Department of Commerce. 

Mr. Green. They may have something from the Department of 
Commerce. 

Mr. Fine. If you can get that for us it will save us some time. 

Mr. Green. We will ask them; yes. 

Mr. Fine. Did you have any idea, any knowledge, as to whom in the 
Department of Commerce these people were dealing with ? 

Mr. Green. No, sir. 

Mr. Fine. Then you spoke about four or five lawsuits against you 
arising out of the purchase of these trucks. Could you get for us, if 
you will, the pleadings in the lawsuits? 

Mr. Green. Yes, sir. 

Mr. Frne. And any bills of particulars that might have been served 
by the plaintiffs. 

Mr. Green. Yes. 

Mr. Fine. They are a matter of public record. 

Mr. Levinson. There has already been a request made for copies 
of the complaints in these proceedings. I am just wondering whether 
it is pertinent or necessary that we try to obtain all of the pleadings. 

Mr. Fine. The pleadings are only the complaint and the answer 
and the bill of particulars. 

Mr. Levinson. In some cases the pleadings may be very extensive. 
I believe that that should be liimted maybe to the pleadings and the 
answers. 

Mr. Fixe. Do you mind if I make the request as I have and keep it 
to that? I would like to see the bill of particulars. I do not think 
they could be too extensive. 

Mv. Levinson. To the best of our ability we will furnish them. 

Mr. Fine. They are a matter of public record. You can get them 
out of the court records. It will save the committee the time and the 
expense of getting them. 

Mr. Levinson. All right. 

Mr. Bonner. We do not want to put these gentlemen to any more 
expense than necessary. 

Mr. Levinson. We have to get these from California. 

Mr. Bonner. We will pay the expenses ourselves. I do not want to 
put these gentlemen to any more expense than I can help. I appre- 
citte your assistance. 

Mr. Frvr. The chairman just made a suggestion to you that if you 
think it will be too expensive and it is going to cost you too much 
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money to make a copy of certain of the pleadings which are in the 
court, the chairman suggests that the subcommittee will pay for it. 

Mr. Bonner. Let me say this. Just send us a copy of the complaints 
that were filed and your answer and if we need more than that, we will 
look it up ourselves. 

Mr. Levinson. All right. 

Mr. Bonner. That will be done, will it, Mr. Green? 

Mr. Green. Yes, sir. 

Mr. Bonner. Thank you, Mr. Fine. 

Mr. Fixe. Was there a special directive issued by the Secretary of 
Commerce on the release of these specific trucks for the domestic sale ¢ 

Mr. Green. On the release of these specific trucks ? 

Mr. Fine. Yes, the trucks. 

Mr. Green. On all trucks, on all trucks similar to those that we 
had ¢ 

Mr. Fine. I am talking about April of 1948 when this bill or this 
letter acknowledging receipt of the $50,000 and the statement that 
there was still a balance of $45,000 remaining, was there a directive 
issued by the Secretary of Commerce or the Department of Com- 
merce at that time ¢ 

Mr. Green. A directive issued of release ? 

Mr. Fine. Yes, a directive of release. 

Mr. Green. Yes, there was. 

Mr. Five. Have you a copy of that release ? 

Mr. Green. Yes, here is one here. 

Mr. Levinson. I would like to state on behalf of Mr. Green that this 
was a general order issued by the Department of Commerce at the 
behest apparently of numerous parties affecting not only trucks but 
other commodities of a similar nature which had been brought into 
this country and, of course, this is a matter of public record, but we 
have a copy here available. 

Mr. Frxe. May I see it / 

Mr. Bonner. While you are looking at that, Mr. Green, this at- 
torney fee was specifically for your firm and for nobody else? 

Mr. Green. That is right. 

Mr. Bonner. I did not get that clear this morning. 

Mr. Green. That is right. 

Mr. Bonner. He was just simply representing your interests? 

Mr. Green. That is right. 

Mr. Bonner. And not the interests in general of other importers ¢ 

Mr. Green. Not that I know of. 

Mr. Fine. I am interested in just one other question at the moment, 
because I do not think you know all of the answers to the questions 
that I might think about, that is, the reason for the original order 
which required your company or any company that had the surplus 
trucks not to sell them domestically was in order not to flood the mar- 
ket in the United States, is that not so / 

Mr. Green. That is right. 

Mr. Frvr. I noticed that in the finding made by the Department, 
this general finding, the assistant to the President made a finding, a 
new finding that these items are in critically short supply. 

Mr. Green. That is right. 

a Mr. Fine. And urgently needed for reconversion in the United 
tates. 
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Mr. Green. That is right. 

Mr. Fine. And has requested that these items be exempted ? 

Mr. Green. That is right. 

Mr. Fine. From the importation prohibition ? 

Mr. Green. That is right. 

Mr. Fine. Was there any attempt made by your firm or any firm 
in the trucking business to circularize the office of the Department of 
Commerce to advise them that there was a shortage; was there a 
concerted attempt made in order to bring to the attention of the 
Department of Commerce that there was a shortage in truck supply ? 

Mr. Green. Yes; there was. 

Mr. Fine. How did that evidence itself? 

Mr. Green. By wires from the trucking companies that were inter- 
ested in purchasing them or people that used trucks interested in pur- 
chasing them. There were no—or let me put it this way, there were 
very few of that particular type of truck available at the sales in the 
United States at that time. 

Mr. Fine. What I am getting at is: Was there a general conference 
among the trucking dealers to promote this? 

Mr. Green. No, sir; not that I know of. 

Mr. Fine. This new finding? 

Mr. Green. Not that I know of. 

Mr. Fine. How did they know there was such a matter before the 
Department of Commerce? 

Mr. Green. How did who know? 

Mr. Fine. How did the trucking world know that a firm was in 
Washington attempting to get the Department of Commerce to change 
a directive, an old directive ? 

Mr. Green. How did the trucking world know that? 

Mr. Fine. How did the trucking industry know that there was 
pending then before the Department of Commerce an application for a 
release ? 

Mr. Green. The only people that I know that knew of it were the 
people that tried to buy trucks from them, and we told them that we 
could not sell them to them, and they asked why. We told them 
because they were not allowed to be sold in the United States. 

Mr. Fine. All right. 

Mr. Levinson. I might also add that there were requests and re- 
peated requests from other sources for the release of similar commodi- 
ties, that there was a general shortage, and these people made it known 
here in Washington that there was a shortage in these commodities. 

Mr. Bonner. Are you finished ? 

Mr. Fine. For the moment. 

Mr. Bonner. As attorney for Mr. Green, did you give your full 
name and address this morning and who you were ? 

Mr. Levinson. Yes; I did. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Mr. Green, this morning you mentioned that Mr. 
Seymour Green had received 20 percent of the profit on this trans- 
action which amounted to some $85,000. Am I correct in assuming 
then that the total profit realized by the enterprises out of this trans- 
action was $425,000? 

Mr. Green. Well, the total profit, so far as myself and my brother 
and Mr. Udelson were concerned, was $348,000. 
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Mr. Lantarr. That was 60 percent ? 

Mr. Green. That was the total that I and my brother and Udelson 
got. I and my brother Julius. Seymour got 20 percent of the 
profit of the corporation. 

Mr. Levinson. For services. 

Mr. Green. For services rendered which were approximately 
$85,000. 

Mr. Levinson. That was an expense in this entire transaction. 

Mr. Lanrarr. So the profit would then amount to roughly around 
$425,000? 

Mr. Green. Yes, approximately. 

Mr. Lanvarr. At the time that the trucks were first imported from 
the Philippines, and bond was posted, which was in November 1947, 
what export customers did you have? 

Mr. Green. Well, there were export inquiries from all over the 
country. Some of the export inquiries were dealers who were special- 
izing in selling export trucks. Jn other words, occasionally a dealer 
would call you and say, “Do you have 50 Diamond T’s or 100 Diamond 
T’s,” or any particular brand. “I have an export order for them.” 

Mr. Lantarr. What specific customers did you have at the time 
you imported them ? 

Mr. Green. At the time we bought them ? 

Mr. Lanrarr. These trucks. 

Mr. Green. At the time that we purchased the trucks? 

Mr. Lantarr. Yes. 

Mr. Green. Mr. Udelson told us that he thought—he talked to 
several export firms and thought that we could sell five or six hundred 
of them quick. 

Mr. Lantarr. Did you have any specific customers for the resale 
of these trucks at the time you imported them ? 

Mr. Green. No, sir. 

Mr. Lanrtarr. So that at the time you imported them you hazarded 
a guess that there would be a continuing market ? 

Mr. Green. That is right. 

Mr. Lantarr. For the export of these trucks. 

Mr. Green. That is right. 

Mr. Lantarr. And that was the basis on which you brought them 
in? 

Mr. Green. That is right. 

Mr. Lantarr. Was it in Notember of 1947 that you posted one 
of these bonds ? 

Mr. Green. Yes. 

Mr. Lantarr. And do I understand correctly that it was then about 
April that you found you could not sell any of them? 

Mr. Green. March or April, yes, sir. 

Mr. Lanvrarr. From the time these trucks arrived, did you sell any 
of them for export at all? 

Mr. Green. Yes, sir. 

Mr. Lantarr. How many? 

Mr. Green. Sold four of them for export. 

Mr. Lantarr. Four? 

Mr. Green. Right. 

Mr. Lantarr. Out of how many? 

Mr. Green. Four out of 868 or 870. 
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Mr. Lanrarr. Who were those sold to? 

Mr. Green. Levy Auto Parts. 

Mr. Lanrarr. Where is that ? 

Mr. Green. Levy Auto Parts in Canada. 

Mr. Lanrarr. In Canada? 

Mr. Green. Yes, sir. 

Mr. Lantarr. Was that the total number of trucks sold for export? 

Mr. Green. Right. 

Mr. Lantarr. What was the figure again on the number imported ? 

Mr. Green. 868 or 870. 

Mr. Levinson. Around 866. 

Mr. Lanrarr. You were trying, were you not, to sell these to dealers 
around the country for resale in foreign markets? 

Mr. Green. That is right. 

Mr. Lanrarr. And you found you could not sell them, is that right? 

Mr. Green. That is right. 

Mr. Lantarr, So that rather than there actually being a good mar- 
ket for exports you found after you imported them that there was 
not any. 

Mr. Green. That is right. 

Mr. Lanrarr. And then you decided that there was a need for them 
in this country, based on public demand so you took steps to try to 
relieve yourself of the bond, is that right ? 

Mr. Green. Well, I would not put it that way, that we were inter- 
ested in relieving ourselves of bond. We were interested in relieving 
ourselves of the pressure of owning 860 or 870 trucks and not being 
able to sell them and not being able to wreck them. We inquired of 
the Customs if we could wreck them. Absolutely not; could not be 
wrecked for parts, either. 

Mr. Lantarr. Did you take steps to be released on your bond and to 
be authorized to sell these trucks in domestic markets before you were 
contacted by the Atomic Energy Commission, or after? 

Mr. Green. Yes, sir; before. 

Mr. Lanrarr. Before? 

Mr. Green. That is right. 

Mr. Lantarr. How long before ? 

Mr. Green. The Atomic Energy Commission’s men, the inspectors 
that came out, came out 1 day or 2 days before this release was 
published in the Federal Register. 

Mr. Lantarr. You mean the—— 

Mr. Green. The release was in effect but not published. 

Mr. Lantarr. There was a short supply ? 

Mr. Green. That is right. The silesbe was in effect but not pub- 
lished in the Federal Register until a day or two following when they 
came out to see the trucks. 

Mr. Lantarr. So the Atomic Energy Commission rendered you no 
assistance in getting the trucks released from the bond 4 

Mr. Green. Absolutely not. 

Mr. Lanvarr. Was Mr. Udelson with you in California or did he 
live in Cleveland most of the time ? 

Mr. Green. He was in California some of the time. 

Mr. Lanrarr. How did you happen to decide to go to Mr. Duffy in 
Cleveland to arrange for him to do the necessary work to get these 
bonds released ¢ 
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Mr. Green. I never went to Cleveland. I never met Mr. Duffy or 
Mr. Friedman. 

Mr. Lantarr. Did you and Mr. Udelson have conversations about 
hiring a lawyer? 

Mr. Green. Yes, we did. 

Mr. LantaFr. And why did you decide to hire Mr. Duffy? 

Mr. Green. Well, Mr. Udelson contacted Mr. Duffy and Friedman 
in Cleveland. 

Mr. Lantarr. And Duffy and Friedman are not in the same law firm, 
are they ¢ 

Mr. Green. Yes, I think they are. 

Mr. Levinson. That is one firm, Duffy and Friedman. 

Mr. Lantarr. Anybody else in that firm ? 

Mr. Green. I do not know. 

Mr. Levinson. That is the name of the firm. 

Mr. Lanrarr. Istherea Mr. Eccle in that firm ? 

Mr. Green. I do not know. 

Mr. Lanrarr. The only ones that you knew of in connection with 
the firm were Mr. Duffy and Mr. Friedman, is that right? 

Mr. Green. That is right, sir. 

Mr. Lanrarr. And Mr. Udelson made contact with them after 
you discussed it, and decided that you had better get a lawyer, so that 
you could get the trucks released ? 

Mr. Green. That is right. 

Mr. Lantarr. It was agreed between the two of you that he would 
contact his lawyers in Cleveland to find out how to go about it; is 
that right? 

Mr. Green. That is right. 

Mr. Lantarr. The next thing you heard from Mr. Udelson was 
that his lawyers, Duffy and Friedman in Cleveland, would under- 
take to have the bonds released ? 

Mr. Levinson. The trucks released. 

Mr. Lanvarr. For $100 a truck? 

Mr. Green. They did not engage in releasing any bonds, so far as 
we were concerned. They were releasing trucks. 

Mr. Lanrarr. Alright, we will talk in terms of releasing trucks. 

Mr. Green. That is right. 

Mr. Lantarr. Was their offer to obtain the release of these trucks 
for you on the basis of $100 a truck? 

Mr. Green. That is right, sir. 

Mr. Lanrarr. And that was purely a contingent fee? 

Mr. Green. That is right. 

Mr. Lanrarr. If they did not succeed in getting the trucks released 
there was no money to be paid ? 

Mr. Green. That is right. 

Mr. Lanrarr. Did you question the amount of the fee at all? 

Mr. Green. Well, I did not question it too much at that particular 
time because if they would release the trucks they would have gotten 
$100 per truck, and if they did not release them, why, there was 
nothing involved. 

Mr. Lanrarr. Did you question the fee at all or did you think it 
was a reasonable fee? 

Mr. Green. Well, it sounded a little high to me. 
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Mr. LantaFr. Did you tell Mr. Udelson that you thought it was a 
little high ? 

Mr. Green. Yes; I did. 

Mr. Lanrarr. What did Mr. Udelson say about it? 

Mr. Green. Well, we were in such position at that time that if 
Mtg pee get the trucks released, $100 a truck would not hurt us too 

ad. 

Mr. Lantarr. What did Mr. Udelson tell you when you questioned 
the amount of this fee? 

Mr. Green. Well, he said it was worth the chance. If they get 
them released, “We will pay. them the $100 a truck; if we don’t, we 
iust don’t owe them nothing.” 

Mr. Lantarr. Did Udelson inform you of any conversations he 
had with his attorneys in Cleveland as to what steps they would 
have to take to get the trucks released ? 

Mr. Green. No, sir. 

Mr. Lanrarr. Did you at any time infer to any of your customers 
that you had to pay a substantial fee in order to take care of certain 
people in connection with the release of these trucks ¢ 

Mr. Green. No, sir. 

Mr. Lantarr. You made no such statement, either directly or by in- 
ference, to the people that you sold these trucks to? 

Mr. Green. Not that I can remember. 

Mr. Lantarr. When you were notified that you could sell these 
trucks, that they were released, who notified you, Mr. Udelson or your 
firm of attorneys here in Washington? 

Mr. Green. I think both. They notified Udelson and they sent us 
a letter. 

Mr. Lantarr. The Washington attorneys sent a letter to you? 

Mr. Green. I do not know whether it was the Washington attorneys 
or the Cleveland attorneys. 

Mr. Lanvarr. Is it not a fact that your attorneys in Washington 
sent you a wire notifying you? 

Mr. Green. I do not remember that; they may have. I do not 
remember that. 

Mr. Lantrarr. What dealings did you have with the firm of attorneys 
in Washington ? 

Mr. Green. What dealings did I have? 

Mr. Lanrarr. Yes, sir. 

Mr. Green. Never met the gentlemen. 

Mr. Lanrarr. Did you ever correspond with them or talk with 
them ? 

Mr. Green. My brother Julius talked with them. 

Mr. Lanrarr. Where is Julius? 

Mr. Green. Where is he? 

Mr. Lanrarr. Yes. 

Mr. Green. In Chicago. 

Mr. Lanvarr. Is Mr. Udelson here or is he in Cleveland? 

Mr. Green. He is in Cleveland, so far as I know. 

Mr. Lantarr. Did Mr. Udelson tell you that he had conferred with 
the Washington attorneys? 

Mr. Green. Yes. 

Mr. Lanrarr. Did he tell you of any of the conversations that 
he had with the attorneys? 
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Mr. Green. No, sir. 

Mr. Lantarr. At the time you agreed to pay this contingent fee, 
did you have any idea of the possibilities of success ¢ 

Mr. Green. I did not. The possibilities of success of our venture? 

Mr. Lanvarr. No; release of these trucks, 

Mr. Green. No; I did not have any. 

Mr. Lantarr. Were all transactions carried on by your brother 
Julius and by Mr. Udelson ? 

Mr. Green. That is right. ’ 

Mr. Lanrarr. I have nothing further. 

Mr. Frxz. Was it established as to whether or not this $98,000 paid 
to these attorneys was paid by check? 

Mr. Green. Was it established ¢ 

Mr. Fine. Did you state that it was, that the moneys were paid by 
check ¢ 

Mr. Green. Did I state that today? 

Mr. Fine. Yes. 

Mr. Green. I do not remember. 

Mr. Five. Was it paid by check? 

Mr. Green. Yes, sir. 

Mr. Fine. Who were the payees on the check ? 

Mr. Green. Who were? 

Mr. Finer. To whom are the checks made payable? 

Mr. Green. To Duffy and Friedman. 

Mr. Fine. The Cleveland attorneys? 

Mr. Green. That is right. 

Mr. Fine. You made no payments to the Washington attorneys? 

Mr. Green. No, sir. 

Mr. Frnr. I am interested in finding out whether in your opinion 
you felt, or do you now feel, that these attorneys accomplished any- 
thing for you with the Department of Commerce; did they do it? 

Mr. Green. Which attorneys? 

Mr. Five. All of the attorneys, Duffy and Friedman. 

Mr. Green. Evidently, they did. Evidently they were there and 
got the law, got the regulation changed. 

Mr. Fine. Well, you seem to infer, and I merely want to get the 
record straight in my own mind, you seem to infer that an applica- 
tion was made, telegrams and letters and protestations were sent 
from all over the United States to the Department of Commerce. 

Mr. Green. Right. 

Mr. Frxr. Claiming there was a shortage of trucks. Your attorney 
then stated that was a general over-all new directive and then inti- 
mated that there were other requests made for the release of other 
materials. 

Mr. Green. He did not intimate that. 

Mr. Fine. No, not by these people, but other people that wanted 
releases; your attorney made those statements; if those things were 
true, what in fact did the attorneys do to earn $98,000 within a 6-week 
period ? 

Mr. Levinson. May I make a statement ? 

Mr. Bonner. If you do not know, just say you do not know. 

Mr. Green. Well, ask me that question again. What did our attor- 
neys do for the $98,000? 

Mr. Fine. With all of the background. 
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Mr. Green. So far as we are concerned, they got the trucks released 
for us. 

Mr. Bonner. That is the answer. 

Mr. Levinson. Mr. Chairman, with reference to this previous ques- 
tion, we do not know. I mean Green Bros. Enterprises does not know 
to this day, sir, how the thing was done or whether the regulation 
came through of its own natural course, as a matter of fact—whether 
it was helped by the efforts of the attorneys. However, these people 
had an agreement with the attorneys of a contingent nature—a con- 
tingent fee involved. They had a bona fide agreement and in good 
faith they kept their end of the bargain. They did not question it. 

Mr. Bonner. Does that answer satisfy you? 

Mr. Fine. I do not want to give you the impression that I am pres- 
suring you for anything that you did. I was interested in getting the 
facts. ‘The chairman stated at the inception of the hearing that is 
what we wanted. I merely want to get the facts. Now, just carry- 
ing it through in the light of what Mr. Lantaff was asking you, he 
asked whether or not you protested the amount of the fee prior to the 
consummation of the deal. 

Now, I ask you the question whether or not at the close of the deal 
did you protest the amount of the fee? You still had to pay that 
$98,000, 

Mr. Green. That is right, and we paid it. 

Mr. Frxe. Did you then claim that there was too much owed ? 

Mr. Green. Not after the deal was made; I did not claim that it was 
too much. 

Mr. Frnxr. Then, finally, you say that there was no written retainer 
agreement for this $100 per truck ¢ 

Mr. Green. There was a written agreement as per $100 a truck. 

Mr. Finz. Where is that? 1 would like to see that retainer agree- 
ment. 

Mr. Green. We do not have that. 

Mr. Five. Can you get it for us? 

Mr. Green. I think we can get it from our law firm—the law firm; 
yes. 
~ Mr. Frve. Will you? 

Mr. Green. Yes, sir. 

Mr. Levinson. We will go through the records. 

Mr. Green. We may have it. 

Mr. Fine. You must have it. 

Mr. Bonner. I would think it would be in your records. 

Mr. Green. Yes; we should have it. 

Mr. Bonner. If you have it, you will submit it and it will be inserted 
in the record. 

Mr. Levinson. Yes, sir. 

(The information requested marked “Exhibit 24,” follows: ) 


Exuipit 24 


AGREEMENT 


This agreement entered into this 16th day of March 1948, by and between 
DAN W. DUFFY and BERNARD FRIEDMAN, Attorney at law, 1101 N. B. C. 
Building, Cleveland, Ohio, hereinafter referred to as Parties of the First Part, 
and Green Brothers Enterprises, Inc., 5715 South Halstead, Chicago, IIL, an 
Illinois corporation, hereinafter referred to as Party of the Second Part. 

Witnesseth : 
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Whereas Party of the Second Part has purchased and has title to approximately 
eight hundred fifty-nine (859) heavy trucks, which purchase of said trucks was 
made by Party of the Second Part through a governmental agency, and, 

Whereas said trucks have been earmarked by the Government of the United 
States for foreign export only, and are not to be sold anywhere in the United 
States of America, and, 

Whereas Party of the Second Part believes that it has sufficient facts, if 
properly brought to the attention of the Government of the United States, that 
the Government would rescind its order earmarking said trucks for foreign 
export, and permit Party of the Second Part to sell said trucks in the United 
States of America, and 

Whereas Party of the Second Part feels that Parties of the First Part are 
competent and able counsel, and are in a position to pursue their legal talents 
and efforts on behalf of the Party of the Second Part in the presentation of the 
matter of Party of the Second Part to obtain the aforementioned objection of 
Party of the Second Part. 

It is, therefore, agreed between the parties hereto that inconsideration of 
Parties of the First Part, acting for and on behalf of Party of the Second Part, 
that Parties of the First Part receive as compensation, if and when successful, for 
the release of the entire group of eight hundred fifty-nine (859) trucks for the 
purpose of their sale in the United States of America, the sum of One Hun- 
dred Thousand Dollars ($100,000.00) ; or, if Parties of the First Part are able to 
obtain a partial release of said trucks, Parties of the First Part are to receive as 
compensation the sum of One Hundred Dollars ($100.00) for each and every 
truck so ordered to be released. 

It is further agreed between the parties that in the event Parties of the First 
Part are unable to obtain the foregoing objectives for and on behalf of Party of 
the Second Part, any expenses incurred or to be incurred from the date of 
execution of this Agreement by the Parties of the First Part shall be borne by 

*arties of the First Part, and Party of the Second Part shall not be under any 
obligation to Parties of the First Part for said expenses incurred. 

It is further agreed and understood between the parties that the Parties of 
the First Part may retain any assistance of any other person, in the preparation 
and handling of this matter that Parties of the First Part in their discretion 
deem desirable, at the expense of Parties of the First Part. 

It is further understood and agreed that this Agreement shall be effective from 
the date of execution to April 7th, 1948, at which time the Party of the Second 
Part may have the option of either terminating the Agreement, as hereinabove 
provided for, or extend the time of this Agreement until a definite further date 
if the Party of the Second Part so desires; provided further that in the event 
Parties of the First Part are successful in obtaining a partial release during the 
time this Agreement is in full force and effect, during the period as above set 
forth, that in that event Party of the Second Part agrees and covenants to extend 
thé time limitation for further effort on the part of Parties of the First Part to 
obtain a release for the balance of the trucks for an additional period not exceed- 
ing thirty (30) days from the date of termination of the time above set forth. 

In witness whereof, the parties to this Agreement have duly affixed their sig- 
natures, this 16th day of March 1948. 

Dan W. Dorry, 
BERNARD FRIEDMAN, 
Parties of the First Part. 
GREEN BROTHERS ENTERPRISES, INC. 
By Jurius GREEN, 
Party of the Second Part. 

Witnesses : 

IRENE GOLDSTEIN. 
ELEANORE G. McGann. 

Mr. Bonner. The attorney for the subcommittee has several ques- 
tions he would like to ask you, Mr. Green. 

Mr. Kennedy. 

Mr. Kennepy. I have a couple of questions. One was with regard 
to this law firm. Did they operate themselves or through corre- 
spondent attorneys here in Washington—do they stay in Cleveland 
or do they have correspondent attorneys here in Washington to handle 
this? 
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Mr. Green. I do not know if they stayed in Cleveland, but they had 
corresponding attorneys here in Washington. 

Mr. Kennepy. Do you know who they were? 

Mr. Green. Yes, Hayes and Goldstein. 

Mr. Kennepy. Well, under what theory did you bring in these 
trucks on the west coast, as trucks or under some other guise ¢ 

Mr. Green. They came in as trucks. 

Mr. Kennepy. Did you have any discussions or correspondence 
with the Department of Commerce to the effect that you are seeking 
to have these trucks entered into the country as tractors? 

Mr. Green. As tractors—as truck tractors? 

Mr. Kennepy. Yes, sir. 

Mr. Green. There is a difference between a tractor and a truck 
tractor. 

Mr. Kennepy. Was there any difference of opinion existing between 
you and the Commerce Department in your application as to whether 
or not they were tractors or just trucks? 

Mr. Green. I do not remember that. 

Mr. Kennepy. When you brought them in you stated that they were 
for export for possibly South America; did you have any offers from 
South America, anybody in communication or correspondence with 
you that led you to believe you could dispose of them in South 
America ¢ 

Mr. Green. Well, we had several phone calls from people who were 
interested in buying them for export. 

Mr. Kennepy. Do you know who those phone calls were from; did 
you make any note of them? 

Mr. Green. No, sir; I did not make any note of them, but we have 
several letters. I think we have letters of export people who asked 
us about the trucks. 

Mr. Kennepy. I think the committee would be interested in the 
list, because it was obvious that bringing them in from the Philippines 
you had one market in mind rather than the possibility of lifting the 
bond which at that time was impossible under an existing regulation. 
So you must have had some definite offers from South America. 

Mr. Green. Yes; we had dealers call us, in fact, prior to bringing 
the trucks in, asking us about the trucks, inquiring about the trucks, 
and they were going to contact their customers, their particular export 
firms that were buying from them or the representatives from those 
foreign countries that were buying trucks. There were thousands and 
thousands of trucks exported, that is, surplus trucks exported out of 
the United States. That is why we thought we had a good possibility 
of exporting these trucks. 

Mr. Bonner. Mr. Green, as I understand, your brother Julius nego- 
tiated the purchase in the Philippines. 

Mr. Green. No, sir; my brother Seymour. 

Mr. Bonner. Seymour—he is the gentleman ? 

Mr. Green. That is right. 

Mr. Bonner. And he is at the same address that you are? 

Mr. Green. No, sir; he lives—— 

Mr. Bonner. What is his address? 

Mr. Green. He lives in California. 

Mr. Bonner. He lives in California? 
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Mr. Green. Los Angeles. 

Mr. Bonner. What is his address? 

Mr. Green. His home address? 

Mr. Bonner. Yes, sir; where is his business or his home, where he 
could be reached ¢ 

Mr. Green. His business is located, I think, at Fifty-seventh or 
Fifty-eighth and Alameda, between Fifty-seventh and Fifty-eighth, 
called Green Truck Sales. 

Mr. Bonner. He made the negotiation for the purchase in the 
Philippines ? 

Mr. Green. That is right. 

Mr. Bonner. Thank you very much, Mr. Green. 

Mr. Green. You are welcome. 

Mr. Bonner. Stand aside. We appreciate your coming before the 
subcommittee. 

Mr. Levinson. Mr. Chairman, I think consistent with the state- 
ment that the chairman was good enough to make at the outset of 
this hearing, that the nature of this hearing is primarily devoted 
to constructive ends, and also in view of the fact that Mr. Green, 
I think, has given fully and completely and without reservation the 
information asked for, I also think that there should be a statement 
made with reference to the Atomic Energy deal and, that is, that the 
reason that the Atomic Energy Commission came to these people 
inquiring for these trucks, there has not been brought out in this 
hearing the fact that the Atomic Energy Commission, their installa- 
tions in Washington happened to face just at that time an emergency 
situation due to very unusual floods in the State of Washington and 
State of Oregon. I think some of these were floods that threatened 
particularly to uproot the installations at Hanford, that is, located 
at Hanford, and that they were most eager, most anxious to obtain 
these trucks in order to meet the emergency that they faced. 

It seems to me that in the public interest it ought to be known that 
they sought a big block of large numbers of trucks. 

Mr. Bonner. Are you testifying or what are you doing? Do you 
know this to be a fact ¢ 

Mr. Levinson. Yes, I know this to be a fact. 

Mr. Bonner. I did not swear you. You came before us as counsel. 

Mr. Levinson. If the chairman feels—I fell that this should be said 
to complete the record of this transaction. 

Mr. Bonner. As attorney for Mr. Green the committee indulged in 
having you and was glad to have you, but just write us a note about 
that. 

Mr. Green. Can I show you a picture? Of the pictures that I gave 
the gentleman that was in ‘Chie: ago, I do not remember if 1 gave nim 
an “as is” picture and an “after” picture. 

Mr. Bonner. I appreciate that. 

Mr. Green. That is an “as is” and “after” picture. 

Mr. Bonner. If you will submit a statement, I will appreciate it. 

Mr. Levinson. I am giving the statement for the record now. That 
isall there istothe statement. There is no more to that. 

Mr. Bonner. Thank you very much, gentleman. All right. 

The next witness will be Mr. Morris Klein of the Oakland Truck 
Sales, Inc., Pittsburgh, Pa. 
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TESTIMONY OF MORRIS KLEIN, OAKLAND TRUCK SALES, INC., 
PITTSBURGH, PA., ACCOMPANIED BY RALPH PITTMAN, COUNSEL, 
AND PAUL H. GRIFFITH, WASHINGTON, D. C. 


Mr. Prrrman. My name is Ralph Pittman. I am counsel for the 
Oakland Truck Sales company, and I am here, if it meets with the 
committee’s approval, to assist Mr. Klein, president of that company, 
in answering any questions that you might see fit to ask. 

Mr. Bonner. Weare glad to have you, Mr. Pittman. 

Is there any other attorney here or any associate of Mr. Klein’s 
present ¢ 

Mr. Pirrman. No, Mr. Klein is president of the Oakland Truck 
Sales company. 

Mr. Bonner. Who is the gentleman with you ? 

Mr. Pirrman. Mr. Paul Griffith. 

Mr. Bonner. Who? 

Mr. Prrrman. Paul Griffith. 

Mr. Bonner. Come up, Mr. Griffith. 

Mr. Prrrman. I would like for the subcommittee to meet Mr. Paul 
Griffith, Mr. Chairman. 

Mr. Bonner. I have read the statement made by Mr. Griffith that 
appeared in the Washington Star. Therefore, I invite you to come 
up and testify, Mr. Griffith, since you issued a statement that you 
would like to testify. So, that being the situation, I am going to ask 
that you, Mr. Griffith, and you, Mr. Klein, stand and be sworn, if you 
will. 

Do each of you solemnly swear that in the evidence on the matters 
now pending before this subcommittee you will tell the truth, the 
whole, and nothing but the truth? 

Mr. Kuern. I do, sir. 

Mr. GrirrirH. Ido. My name is Paul H. Griffith. 

Mr. Bonner. Did you give your full name, Mr. Griffith? 

Mr. Grirriru. I did, sir. Paul H. Griffith. 

Mr. Bonner. Your address? 

Mr. GrirritrH. Shoreham Building, Washington, D. C. 

Mr. Bonner. And your business? 

Mr. GrirrirH. I am a public relations counselor, and I represent 
the Oakland Truck Sales as their Washington representative. 

Mr. Bonner. Now, Mr. Klein, if you will give your full name, ad- 
dress, your business. 

Mr. Kuern. Morris Klein, owner of Oakland Truck Sales, of 419 
Flannery Building, Pittsburgh, Pa. 

Mr. Bonner. Mr. Klein, you stated that you were the owner 

Mr. Kuein. That is right, sir. 

Mr. Bonner. Of the Oakland Sales, Inc. ? 

Mr. Kuern. Yes, sir. 

Mr. Bonner. Are there any other stockholders in the company ? 

Mr. Kuen. No, sir, there is not. 

Mr. Bonner. You are the sole owner? 

Mr. Kier. That is right, sir. 

Mr. Bonner. Are you connected with or do you have stock or bene- 
ficial interest in any other corporation, partnership or other enterprise 
dealing in World War II surplus property ? 

Mr. Kuern. At the present time, I do not, sir. 
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Mr. Bonner. At the present time, you state ? 

Mr. Kuern. That is right, sir. 

Mr. Bonner. But since World War II, what other companies, cor- 
porations or partnerships have you indulged in? 

Mr. Kuen. We were associated with—— 

Mr. Bonner. Now you say “we.” 

Mr. Kier. I was associated, sir, with the American Auto Parts 
of Kansas City when they made a purchase over in Germany of some 
half-tracks. Since that particular—since the purchase was made, why, 
we dissolved it; in other words, I bought out their interest. So, 
therefore, there is no further partnership on that. 

Mr. Bonner. Any other company, corporation or partnership ? 

Mr. Ker. No, sir. 

Mr. Bonner. Only that and the Oakland Truck Sales, Inc. ¢ 

Mr. Kuen. That is right, sir. 

Mr. Bonner. I want the record to show that the same statement 
I made with respect to Mr. Green applies to the witnesses that are 
now testifying, that the purpose of this hearing is to make a general 
inquiry into surplus property. Of course, we have no charges against 
the witnesses. 

When was the Oakland Truck Sales, Inc., formed ¢ 

Mr. Kier. In approximately 1940 or 1941, sir. 

Mr. Bonner. 1940 or 1941? 

Mr. Kuern. That is right. 

Mr. Bonner. Where ? 

Mr. Kur. In Pittsburgh. 

Mr. Bonner. Where did they conduct their business? 

Mr. Kern. In Pittsburgh, sir. 

Mr. Bonner. Who were the officials? 

Mr. Kier. At that particular time it was myself, Mr. LaValli, and 
Mr. Rosensveig. 

Mr. Bonner. Give their full names, please. 

Mr. Kier. Mr. C. C. LaValli and Mr. Rosensveig. 

Mr. Bonner. How long was Mr. LaValli associated with the busi- 
ness ¢ 

Mr. Kuern. Well, I have had Mr. LaValli with me since he was 9 
years of age. I have practically raised him. 

Mr. Bonner. At that time he was a partner, was he not, in the Oak- 
land Truck Sales at one time ? 

Mr. Kern. No, sir; we just had him up as a secretary, in other 
words 

Mr. Bonner. Now the other gentleman ? 

Mr. Kern. Was Mr. Rosensveig a partner? 

Mr. Bonner. Was hea partner? 

Mr. Ker. That is right. 

Mr. Bonner. From the inception of the company ¢ 

Mr. Kern. From the time 

Mr. Bonner. When did his interest, financial interest in the com- 
pany cease ? 

Mr. Kern. In 1946, sir. 

Mr. Bonner. And all during that time you were dealing in surplus 
property ¢ 

Mr. Kuen. That is correct, sir. 
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Mr. Bonner. When did you begin dealing in World War II surplus 
property—when did you begin dealing in World War surplus 
property ? 

Mr. Kien. I would say the latter part of 1944 or the spring of 1945, 
whenever the Government started disposing of it. 

Mr. Bonner. From what sources did your business acquire sur- 
plus property ¢ 

Mr. Kux1n. Through sales that were conducted throughout the 
United States by the Government. 

Mr. Bonner. Well, did you purchase any property outside of the 
United States ? 

Mr. Kier. Yes, sir; we did. 

Mr. Bonner. Both in the United States—— 

Mr. Kuern. And out. 

Mr. Bonner. And abroad? 

Mr. Kier. Correct, sir, 

Mr. Bonner. Is that correct? 

Mr. Kier. That is right. 

Mr. Bonner. Did you personally conduct the negotiations concern- 
ing the transactions, the purchases? 

Mr. Kier. No, not all of them, sir. 

Mr. Bonner. Who negotiated the purchases for you? 

Mr. Kern. In the United States ? 

Mr. Bonner. Yes, first in the United States. 

Mr. Kuen. Well, the majority of them, it was not—the majority 
of the sales I personally would attend and inspect the merchandise 
and the form was to fill out a form with the price on it, send in your 
deposit on it. If you were successful, you got it. If you were not 

Mr. Bonner. Did you do that yourself? 

Mr. Kuen. Well, I did it and the office did it also. I mean I would 
personally get around to see what condition the merchandise was in 
before it was purchased. 

Mr. Bonner. Did your firm use the benefits of any ex-GI’s in the 
acquisition ¢ 

Mr. Kier. Absolutely not. 

Mr. Bonner. Did the Oakland Truck Sales, Inc., offer to purchase 
from the STEG all of the motor vehicles at the Kitzingen Depot at 
any time? 

Mr. Kern. Yes, that was discussed back in August of 1949. 

Mr. Bonner. I asked you did you offer to purchase all of the motor 
vehicles at that Kitzingen Depot in Germany at any time? 

Mr. Kern. No, sir; we did not offer to purchase them. 

Mr. Bonner. Did the question of purchasing come up? 

Mr. Kuern. Yes; it was. They had offered them to us. 

Mr. Bonner. Who is “they”? 

Mr. Krx1n. STEG offered to sell us all of the vehicles that they had 
at the Kitzingen Depot. 

Mr. Bonner. STEG offered you the entire—— 

Mr. Kuen. Camp. 

Mr. Bonner. Camp? 

Mr. Kier. That is right. 

Mr. Bonner. Who was the gentleman that approached you with 
that offer? 
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Mr. Kue1n. Well, it was discussed personally. I was at the STEG 
office when they asked me if I was interested in purchasing. 

Mr. Bonner. What was that date, if you remember, sir 

Mr. Kuern. As near as I can recall, sir, it was in August of 1949. 

Mr. Bonner. August of 1949? 

Mr. Kuie1n. August or September, one of the two. 

Mr. Bonner. Who raised the question, what representative of 
STEG? 

Mr. Kuiern. Oh, they had approximately 8 or 10 of their representa- 
ives there, whenever this—— 

Mr. Bonner. At the conference? 

Mr. Kuern. At the conference; that is right. 

Mr. Bonner. Who was the spokesman ? 

Mr. Kirin. A party by the name—a German civilian by the name 
of Bobeniner. 

Mr. Bonner. Spell that. 

Mr. Kie1n. That was Mr. Bobeniner—B-o-b-e-n-i-n-e-r. 

Mr. Bonner. Was Dr. Kohl present ? 

Mr. Kier. No, sir; I do not recall him. 

Mr. Bonner. Do you know him? 

Mr. Kern. No, sir; I would not know him, and I do not know him. 

Mr. Bonner. Never met him? 

Mr. Krew. No, sir. 

Mr. Bonner. Do you know the address at which this conference 
took place, the place and address ? 

Mr. Krern. To recall and repeat the address, I could not very well 
do that, because the majority of our business in Germany was done 
through an interpreter. The fact that I do not speak German, but 
I do have, and I will submit to the committee, the document that they 
offered to us at the time at this particular meeting, and that shows the 
address on it. 

Mr. Bonner. There has been prepared a document that would have 
made possible, if you agreed to it, the purchase of all the material 

Mr. Kier. That is correct, sir. 

Mr. Bonner. And the prices specified in it? 

Mr. Kux1n. That is correct, sir. 

Mr. Bonner. Is that document available ? 

Mr. Kren. Why, I presented it to some gentleman that was in to see 
me in Pittsburgh a month or 6 weeks ago. 

Mr. Bonner. Was that in Frankfurt? 

Mr. Kuern. That is right, sir. 

Mr. Bonner. Who was present with you at the time this conference 
was held ¢ 

Mr. Krier. Why there was another American there by the name of 
Mr. Lucks. 

Mr. Bonner. What was his full name? 

Mr. Kxer. Allen Lucks. 

Mr. Bonner. Where is he from ? 

Mr. Kern. He is from New York. 

Mr. Bonner. Do you know his address and business? 

Mr. Krixrn. Why he is an attorney and he has spent a considerable 
length of time in Europe, and that is where I got to—— 
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Mr. Bonner. You personally carried on the negotiation and discus- 
sion yourself—no one else ? 

Mr. Kier. That is right, sir. 

Mr. Bonner. The transaction was not consummated ! 

Mr. Kuein. It never materialized; no, sir. 

Mr. Bonner. What was the circumstances surrounding the condi- 
tion—you did go into that—if you will tell us, please. 

Mr. Kuern. At that particular time I had a little personal diffi- 
culty of my own, where my wife had passed away, and I just decided 
I was not interested in any future transactions. 

Mr. Bonner. Were there at this conference any United States offi- 
cers or American civilian employes of the High Commissioner or any 
other Government official ? 

Mr. Kirin. No, sir; none whatsoever. 

Mr. Bonner. How much was the amount stated in the contract as 
it was drawn up? 

Mr. Kuiery. They had asked us pretty near, as I can recall, approxi- 
mately $3,800,000. 

Mr. Bonner. $3,800,000 for the entire field ¢ 

Mr. Kien. For approximately 13,000 vehicles. 

Mr. Bonner. Thirteen thousand vehicles ? 

Mr. Kern. Yes, sir. 

Mr. Bonner. At this point I will have inserted in the record a copy 
of the proposed sale agreement. 

(The proposed sale agreement, dated September 9, 1949, and marked 
“Exhibit 25,” follows :) 

EXHIBIT 25 
STAATLICHE ERFASSUNGS-GESELLSCH AFT 
FUR OFFENTLICHES GUT M. B. H. (STEG) HAUPTVERWALTUNG, ABT. FRANKFURT 


(STEG) HV-FRANKFURT, 
(16) Frankfurt/M Feldbergstr. 28-30, 9 Sept. 1949. 
Re Unser Zeichen 
GL IV Kal/6155 342-16—-4 
To OAKLAND Truck Sates, INc., Pittsburgh/Pa—USA 

Dear Sirs, 

In reference to your visit of September 8th, 49, we like to offer you herewith: 

All motor-vehicles of our Depot Kitzingen (approximately 13.200 trucks accord- 
ing to the list enclosed. ) 

At total price of Dollar 3.826.000, payable by letter of credit at Rhein-Main- 
Bank, Frankfurt/Main, Gallus-Anlage 7, All vehicles are available: “As it is 
where it is, without any guarantee.” 

Yours faithfully, 
STAATLICHE ERFASSUNGS-GESELLSCHAFT 
fiir offentliches Gut m. b. H. (STEG) 
Hauptverwaltung Abt. Frankfurt/Main 
i. A. 


Mr. Bonner. Was this contract an outright cash payment ? 

Mr. Kier. No, sir; it was discussed in this manner, where we 
were to put $100,000, and as the merchandise was taken out it was 
supposed to be paid. 

Mr. Bonner. You were to place a deposit of $100,000, and then 
to pay for the merchandise as you removed it? 

Mr. Kier. As you removed it; that is correct, sir. 

Mr. Bonner. What was the price to be charged for the merchan- 
dise; how was that to be figured ? 
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Mr. Kuer. In other words, we did not get to that particular stage, 
where we were to break it down. 

Mr. Bonner. You were to take the whole $3,000,000 and put up 
$100,000 bond guaranteeing you would take it ? 

Mr. Kier. That is correct, sir; that is right. 

Mr. Bonner. What was the condition of the motor vehicles at the 
time this proposal was made? 

Mr. Kern. Well, my personal inspection, in my opinion of it, they 
were in darned good condition for the purpose that we wanted to use 
them for. 

Mr. Bonner. That was in 1949? 

Mr. Kier. That is right, sir. 

Mr. Bonner. They were in good condition ? 

Mr. Kxer. That is right. 

Mr. Bonner. Were any of the vehicles classed as scrap or junk in 
the inventory lists? 

Mr. Kier. Well, I would have personally classified a certain por- 
tion of them, which would be a very small portion of them, as scrap. 

Mr. Bonner. Well, would 10 percent of th be scrap ? 

Mr. Kier. I would think so, sir. I would say as much. 

Mr. Bonner. Did you have the inventory list at that time showing 
what was in the depot? 

Mr. Kuery. Yes, sir; we did. And I will supply the subcommittee 
with a copy of that. 

Mr. Bonner. Do you have the inventory list now ? 

Mr. Kier. I do not have it with me, sir, but I will be more than 
glad to procure it and see that you get it. 

Mr. Bonner. You have the inventory list and the correspondence 
and the photographs that you could leave with the subcommittee show- 
ing the depot at that time? 

Mr. Kier. Right, sir. 

Mr. Bonner. Giving an account of the material in it ? 

Mr. Kier. That is correct, sir. 

Mr. Bonner. You will submit that for subcommittee / 

Mr. Kier. I certainly shall. 

Mr. Bonner. That will be inserted at this point. 

(The information referred to marked “Exhibit 26,” follows :) 


Exursir 26 


INVENTORY List OF EQUIPMENT LOCATED AT CAMP ROTHENBACH, GERMANY, 
SEPTEMBER 19, 1950 
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Mr. Bonner. Were you advised that the United States Army had 
recapture rights to any of this equipment ? 

Mr. Kixern. None whatsoever. 

Mr. Bonner. At the time of these negotiations ? 

Mr. Kern. You are correct; we absolutely were never advised to 
that extent. 

Mr. Bonner. Have you purchased any of the motor vehicles or parts 
of the Kitzingen Depot or any of the depots at STEG that they had 
under their jurisdiction ? 

Mr. Kuiern. Yes; we did. Our total purchases up to this day in 
materials in Europe are less than $100,000. To be exact, we had pur- 
chased one transaction for $32,000 back in August of 1949. Another 
transaction which was not purchased from STEG, it was purchased 
from a German organization there called Trucks & Spares of $28,000, 
of which we still have not received the delivery on it. 

Mr. Bonner. How many depots did you inspect when you were 
looking through this property in Germany ? 

Mr. Kie1n. Why at that particular time I inspected, oh, I would 
say, four or five of them, as near as I can recall. 

Mr. Bonner. There were about 10 or 15 depots were there not? 

Mr. Kern. As near as I can recall there were that many, but I 
did not get around to them all. 

Mr. Bonner. What did you find—what was your general impres- 
sion in the four or five depots that you inspected as to the condition 
of the material ? 

Mr. Kern. I thought it was in excellent shape. 

Mr. Bonner. Excellent shape? 

Mr. Kier. Yes. 

Mr. Bonner. You made only two purchases from STEG;; is that 
correct ? 

Mr. Kier. One purchase direct from STEG. The other purchase 
from Trucks & Spares in Frankfurt, Germany. 
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Mr. Bonner. Trucks & Spares—with whom did you deal when you 
transacted your business with Trucks & Spares? 

Mr. Kuer. Well, to be speaking very frankly, that particular 
transaction I did not purchase myself. 1 had one of our represent- 
atives over in Europe, they made the purchase of these. 

Mr. Bonner. Who was the representative / 

Mr. Kuern. At that time I had Mr. LaValli over there, and Mr. 
Lucks. We had purchased 28 trucks from Trucks & Spares. I am 
sorry, rather that is 34 trucks. 

Mr. Bonner. Do you know who your representatives dealt with? 

Mr. Kuxrn. Beg pardon? 

Mr. Bonner. Do you know who your representatives dealt with, the 
person they dealt with in their negotiation for the purchase from 
Trucks & Spares? 

Mr. Kuetn. They dealt with Mr. Dawson. 

Mr. Bonner. Mr. who? 

Mr. Kern. George Dawson. 

Mr. Bonner. Why did they have to deal with Mr. Dawson? 

Mr. Ker. For the simple reason that Mr. Dawson had purchased 
all of the vehicles and spare parts in Germany from STEG. 

Mr. Bonner. Had he executed a contract similar to the one that 
was offered to you? 

Mr. Kuetn. That is correct, sir. 

Mr. Bonner. Was there any difference in this price and the offer 
made to you? 

Mr. Kuern. As near as I can recall, I mean, it is hearsay, because 
I was not there at the time of their closing, but they were supposed 
to have made the purchase for $3,500,000. 

Mr. Bonner. Do you know anything about the bond he had to put 
up to complete this contract ? 

Mr. Kier. As near as I can recall—and I will quote from hear say 
also—that he had to put up $200,000 bond. 

Mr. Bonner. To whom did you make the payment for the purchase 
that you made from STEG? 

Mr. Kier. Those purchases were made direct to STEG in the form 
of a letter of credit. 

Mr. Bonner. And to whom did you make payment for the purchase 
your representatives made with Dawson from Trucks & Spares? 

, Mr. Kern. It was in the form of a letter of credit to Trucks & 
pares. 

Mr. Bonner. They were both in one payment, were they ? 

Mr. Kuern. Yes. In other words, the first transaction, the letter 
of credit was set up for the total amount of $32,000, and as they 
removed the merchandise, why, they deducted in proportion to what 
I had purchased—they deducted that particular amount from the letter 
of credit. 

Mr. Bonner. And similar to Trucks & Spares? 

Mr. Kern. That is correct, sir. 

Mr. Bonner. Has the United States Army requisitioned any of your 
purchases abroad ? 

Mr. Kuer. Yes, sir; they have. 

Mr. Bonner. What purchase is that, sir? 

Mr. Krern. That*was the purchase that I had made from American 
Auto Parts in Kansas City. 
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Mr. Bonner. Made from who? 
Mr. Kier. Through the American Auto Parts in Kansas City. 
Mr. Bonner. Who did they purchase it from? 

Mr. Kuern. They purchased it from STEG. 

Mr. Bonner. at is the amount of that transaction ? 

Mr. Kern. They purchased it at that time for $100,000. 

Mr. Bonner. What did you purchase it for ? 

Mr. Kern. We paid them $150,000 for it. 

Mr. Bonner. When did they make the purchase? 


Mr. Kier. As near as I can recall, they made it in January of 1950. 


Mr. Bonner. January of 1950? 

Mr. Kuern. That is correct. 

Mr. Bonner. When did you make the purchase ? 

Mr. Kxern. Well, I bought 50-percent interest in it after they made 
the purchase over there. They come back into the United States, 
and as dealers discuss business, they told me about the transaction 
which I was very familiar with, and I said, “All right, I will buy 
into 50 percent of the transaction.” 

Mr. Bonner. What was the date of that transaction ? 

Mr. Kien. Oh, I would say we have got records to verify that. 
About a week after the Kansas City outfit got back from Europe, 
after they made their purchase. 

Mr. Bonner. When would that be, in February 1950? 

Mr. Kuern. I would say the latter part of January or the first part 
of February. 

Mr. Bonner. You purchased 50 percent of that ? 

Mr. Kuern. That is correct. 

Mr. Bonner. Then did you purchase the balance of it later? 

Mr. Kurrn. That is correct. 

Mr. Bonner. When? 

Mr. Kier. In August of 1949 we held a meeting on it. 

Mr. Bonner. Wait a minute. 

Mr. Krern. August of 1950; I am sorry. 

Mr. Bonner. 1950 is when you purchased half of it. 

Mr. Kirn. That is right, sir. 

Mr. Bonner. In August? 

Mr. Kuiern. Of 1950. 

Mr. Bonner. Of 1950? 

Mr. Ker. Right. 

Mr. Bonner. You purchased the other half? 

Mr. Kern. That is correct. 
ae Bonner. Yes, sir; that is right. How much did you pay for 
that ! 

Mr. Kuern. The sales price was set up; in other words, we had 
accumulated from what we had paid for it and the expenses came u 
to $150,000 at that time. So it was just a question whether he took 
the transaction or I took it over, and it was more or less of a toss-up 
who would get it, because neither one of us wanted it, speaking frankly. 

Mr. Bonner. In August of 1950? 

Mr. Kuern. That is correct, sir. 

Mr. Bonner. You had already owned half of the original $100,000? 

Mr. Kuern. Correct, sir. : 

Mr. Bonner. Which you paid for half of it ? 

Mr. Kier. $50,000. 
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Mr. Bonner. For half of it? 

Mr. Kier. Plus half of the expenses as it went on. 

Mr. Bonner. Now, then, the other half, what did you tell me you 
purchased that for? Ay ng 

Mr. Kuern. For an additional $75,000. 

Mr. Bonner. Making you own the entire original $100,000 plus the 
costs ¢ 

Mr. Kuery. One hundred and fifty thousand dollars is what we esti- 
mated our costs. 

Mr. Bonner. That is in August of 19504 

Mr. Kuier. That is correct, sir. 

Mr. Bonner. That was in August of 19504 

Mr. Kuern. Yes. 

Mr. Bonner. When did you endeavor to move—you owned it all 
as of August of 1950? 

Mr. Kuer. That is right. 

Mr. Bonner. When did you endeavor to move it ¢ 

Mr. Kiern. We purchased it in August 1950, and approximately 
I would say about 6 weeks after that the Government froze everything 
we had in the camp. 

Mr. Bonner. Before you had opportunity to move any part of it / 

Mr. Kuern. That is correct, sir. 

Mr. Bonner. The Government froze it? 

Mr. Kier. Yes. 

Mr. Bonner. Have you filed a claim with the Government ! 

Mr. Kue1n. No, sir; we have not, sir. 

Mr. Bonner. For no part of this purchase? 

Mr. Kuxr1n. Absolutely not, sir. 

Mr. Bonner. Do you have any claim pending with the United 
States Army for vehicles or parts that you purchased in Germany 4 

Mr. Kuen. Well, we do have a claim against the Government if 
we want to sit down with somebody and get it threshed out. 

Mr. Bonner. What is that claim for? 

Mr. Kier. The Government after they froze it in October they 
had gone into the camp—— 

Mr. Bonner. Well, now, is this different from the August trans- 
action that you were speaking of? 

Mr. Kxiet. No, sir. 

Mr. Bonner. This is the August transaction ? 

Mr. Kuen. This is the August transaction where I took over full 
ownership in August of 1950. 

Mr. Bonner. You say they froze it? 

Mr. Kier. The Government froze it in October of 1950. 

Mr. Bonner. October? 

Mr. Kuern. That is correct. 

Mr. Bonner. So you had not moved any? 

Mr. Kier. No, sir; had not touched it. 

Mr. Bonner. What was the reason you could not move it; you did 
not endeavor to move it? 

Mr. Krern. For the simple reason that you just can’t pick up that 
total camp and remove it out that way. 

Mr. Bonner. I mean, what you purchased had been designated ? 
_ Mr. Kuri. Yes, sir; the reason ae we did not get in and move it 
for the simple reason we realized—I realized when I took it over the 
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costs of transportation and storage of it in this country, and I decided 
that it was cheaper for us to pay rent, pay help over in Germany for 
a few months. 

Mr. Bonner. At that time, Mr. Klein, of course you knew about the 
Korean difficulty ¢ 

Mr. Kxern. Beg pardon, sir? 

Mr. Bonner. In August of 1950 you knew about the Korean diffi- 
culty ? 

Mr. Ktuern. That is right, sir. 

Mr. Bonner. I will ask did that have any effect on your not moving 
your property which you were at liberty to move then ¢ 

Mr. Kuiern. None whatsoever, sir. 

Mr. Bonner. Did you know of any other dealers that moved their 
property into the British zone? 

Mr. Kern. No, sir. 

Mr. Bonner. And then moved it out? 

Mr. Kern. Absolutely not, sir. 

Mr. Bonner. How? 

Mr. Ktetn. Not; absolutely not. 

Mr. Bonner. You know of no property that was moved from the 
STEG depots into the British zone? 

Mr. Kiern. None whatsoever that I know of. 

Mr. Bonner. Have you ever heard of it? 

Mr. Kier. Well, it would be speaking frankly; it does not make 
sense to remove it from STEG into the British zone when the British 
have got the same identical merchandise in their zone that they sell 
to the British. 

Mr. Bonner. You acquired United States vehicles or parts from 
any other agency abroad, such as STEG ? 

Mr. Kuern. No; we have not. 

Mr. Bonner. When and where did you make your most recent pur- 
chase of Army vehicles or vehicle parts? 

Mr. Kuiern. Well, sir, we have not made any recent purchase. The 
latest purchase that we made was when I took over the interest, the 
other half of the interest. 

Mr. Bonner. Which we have been discussing ? 

Mr. Kuern. That is correct, sir. I beg your pardon. I will re- 
answer that question. I did make a purchase of $8,000 just about 
2 months ago from Mr. Dawson, personally, of which 

Mr. Bonner. You purchased $8,000 worth of property ’ 

Mr. Kuen. That is correct. 

Mr. Bonner. From Mr. Dawson, 2 months ago? 

Mr. Kier. To be exact, February 8. 

Mr. Bonner. February 8 ¢ 

Mr. Kiern. Right; and we have documents to verify that, sir. 

Mr. Bonner. What is the nature of that property ¢ 

Mr. Kern. It was some wheels; truck wheels. 

Mr. Bonner. You had cognizance of the fact that the freeze, that is, 
two freezes had taken place since that time, did you not ¢ 

Mr. Kern. Yes; but these particular wheels were not supposed to 
have been involved in any freeze. 

Mr. Bonner. What was that from, that is, who was that from, Con- 
tinental Motors or Trucks & Spares? 

Mr. Kier. That was from Trucks & Spares. 
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Mr. Bonner. You have imported into the United States surplus war 
material, have you ¢ 

Mr. Kern. Yes, sir; 1 have 

Mr. Bonner. With whom did you make your initial arrangement in 
order to import United States foreign purchases, United States Army 
vehicles and parts ¢ 

Mr. Kuern. Up until the present time we only imported this one 
transaction of $32,000 out of Germany, and at that time we had to show 
when it came into the United States, we had to show our American 
goods return and our export license out of Germany to the American 
Authorities, and our understanding was the only thing we could do 
with it and the only theory that we brought it back into the United 
States on was that we were permitted to export or resell it back to the 
United States Government. 

Mr. Bonner. You brought it in under this conditional bond / 

Mr. Kuern. That is correct. 

Mr. Bonner. Reconditioning and exporting ? 

Mr. Kern. That is correct, sir. 

Mr. Bonner. That was the only importation that you made? 

Mr. Kien. Out of Germany, sir. 

Mr. Bonner. Out of Germany. 

Mr. Kern. Right. 

Mr. Bonner. Then out of any other area? 

Mr. Kier. Out of any other area we imported some stuff from 
Belgium, which amounted to, oh, I would say about $15,000 in one 
occasion, and from England it involved about $20,000. 

Mr. Bonner. You purchased $15,000 from the Belgian Government / 

Mr. Kuietn. No, sir; that was purchased from individual dealers in 
Belgium that dealt in surplus. 

Mr. Bonner. And the $20,000 from Great Britain ? 

Mr. Kier. That was purchased from individuals, not from the 
Government, sir. 

Mr. Bonner. Were there any obstacles concerning the importation 
of either of these shipments ? 

Mr. Kiern. None whatsoever. 

Mr. Bonner. They were brought in, were they, under the same 
condition ¢ 

Mr. Kuetn. Yes, sir; they were brought in under the condition that 
we posted a bond. 

Mr. Bonner. With the understanding that they would be stored, 
repaired, and reexported ¢ 

Mr. Kier. Correct, sir, other than what we sell back to the Gov- 
ernment. 

Mr. Bonner. Have these purchases you brought in been resolved as 
to lifting of the bond‘ 

Mr. Kier. Yes; they have. 

Mr. Bonner. When did you get notice that the bond would be lifted 
and you would be permitted to sell the merchandise in the United 
States? 

Mr. Kuern. Well, sir, we never, from the standpoint of getting 
notice, when this merchandise is shipped in, it is shipped in to our 
freight forwarder in New York. He, in turn, puts up the bond. 

Mr. Bonner. He stores it? 

Mr. Kier. Beg pardon ? 
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Mr. Bonner. He stores it? 

Mr. Kuri. No, sir. We ship it on through to our plant which is in 
Detroit and we store it there. 

Mr. Bonner. Who inspected it at your plant? 

Mr. Kiern. When it arrived in the United States ? 

Mr. Bonner. When it arrived at your plant. 

Mr. Kier. We have our inspectors right there. We have our own 
men. 

Mr. Bonner. Your personnel ? 

Mr. Kuen. That is right, sir. 

Mr. Bonner. I mean from your freight forwarder, he received it 
when it came into New York, did he not? 

Mr. Kier. Right, sir. 

Mr. Bonner. He received it? 

Mr. Kuern. Correct, sir. 

Mr. Bonner. He shipped it on to you? 

Mr. Kuern. That is right, sir. 

Mr. Bonner. And you gave bond for the goods ? 

Mr. Kern. That is correct, sir. 

Mr. Bonner. In your own storage warehouse ¢ 

Mr. Kuetn. No, sir; that bond is put up before the merchandise 
is taken off the vessel. That is when the bond is put up. 

Mr. Bonner. Then your freight forwarder was responsible for 
the merchandise while it was in your private warehouse? 

Mr. Kux1n. That is correct, sir, Mr. Bonner; well, no. 

Mr. Bonner. Did he ever inspect it to see it ? 

Mr. Kier. No, sir; I beg your pardon, he is not responsible. We 
are the one that is responsible, because we are the one, in other words, 
they put the bond up in our name. 

Mr. Bonner. It was your money? 

Mr. Kier. That is right, sir; that is correct. 

Mr. Bonner. How long did it stay in bond in your warehouse? 

Mr. Kuern. Being very frank until, I would say, about a year, just 
about a year. 

Mr. Bonner. Did you make any contact with the Department of 
Commerce as to releasing it for sale in the United States ? 

Mr. Kixry. Well, sir, we never had any concern about releasing it 
for sale to the civilians in the United States. 

Mr. Bonner. I say releasing it for sale to anybody. 

Mr. Kier. No, sir; we never did contact them. 

Mr. Bonner. You never made any intercession ? 

Mr. Krier. No; we had no occasion for it. 

Mr. Bonner. Did anybody make any in your behalf—did anybody 
intercede to get a permit to sell it in the United States? 

Mr. Kern. No, sir; nobody. 

Mr. Bonner. Nobody ? 

Mr. Kuen. Absolutely not. 

Mr. Bonner. I believe you stated that all of your purchases entered 
through the port of New York? 

Mr. Kern. Yes, sir; that is correct. 

Mr. Bonner. And your storage yards, where were they? 

Mr. Kuen. In Detroit, sir, and some of it we stored in New York 
on account of the excessive charges of transporting from New York to 
Detroit. 
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Mr. Bonner. What was the nature of the STEG purchase, what 
did it comprise ? 

Mr. Kuern. Approximately the $32,000 purchase consisted of ap- 
proximately 5,000 assorted axles. 

Mr. Bonner. The $352,000 ¢ 

Mr. Kiern. That is various makes. 

Mr. Bonner. Five thousand assorted axles ? 

Mr. Kier. That is correct, sir. 

Mr. Bonner. Were they assembled ? 

Mr. Kiern. Some were and some were not. We had the choice of 
selecting the best that was there. 

Mr. Bonner. They were all stored in cosmoline ? 

Mr. Kuern. That is correct, sir; they were all set up that way. 

Mr. Bonner. As of vour last visit to Germany, were there any large 
quantities of United States Army trucks and parts still available for 
sale at any of the STEG depots ¢ 

Mr. Kier. Very, very little of it, sir. I would say, compared to 
what they had, there was not 2 percent of it available. 

Mr. Bonner. When was your last visit ¢ 

Mr. Kuern. My last visit, sir, was the latter part of—no; the first 
part of March. I returned here about 3 weeks ago. 

Mr. Bonner. That was the first part of March that you observed 
these depots / 

Mr. Kuri. That is correct; that is right. 

Mr. Bonner. What was the condition of the material at the depots 
you saw the first part of March ¢ 

Mr. Kiem. Why, my opinion of it is that it was still in very good 
condition. 

Mr. Bonner. The trucks that you saw there previously, what would 
you estimate would be the cost of reconditioning those trucks to 
put them in good condition 4 

Mr. Kier. I would say offhand that it would cost any where from 
S800 to $1,200 apiece to put the trucks in condition. 

Mr. Bonner. That would make a truck of what value? 

Mr. Kier. On the qger-all average now—well, you cannot call it 
average—— 

Mr. Bonner. I am talking about just average. 

Mr. Kier. I would say, would put a cost on them of about, when 
you get transportation and everything involved in them, pretty close 
to $2,000 here in this country. 

Mr. Bonner. What is the market price / 

Mr. Kier. On the smaller units they are bringing in the neighbor- 
nood, for instance, we will take a GMC 6 by 6, present market value 
on them is around in the neighborhood of $2,500, $2,600, and your 
larger trucks in proportion of the size of the vehicle they are. 

Mr. Bonner. Has your business sold any surplus United States 
Army vehicles, parts, to the United States Government agencies and 
departments ¢ 

Mr. Kieren. Yes; we have sold to the United States Government, 
to the procurement department. 

Mr. Bonner. What agency of the United States Government ? 

Mr. Kurt. To the Procurement Section in Detroit called Tank 
Automotive. 
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Mr. Bonner. The national defense? 

Mr. Kuern. That is right, sir. 

Mr. Bonner. How much have you sold to them, Mr. Klein, approxi- 
mately in round figures? 

Mr. Kuern. As near as I can recall as of the other day I was check- 
ing up on it since we started doing business with them in 1948, we 
have delivered approximately $1,600,000 worth of goods. 

Mr. Bonner. I asked you about the material you had in bone. Is 
any Government agency offering you any assistance in getting this 
bond lifted so that you can sell this property ? 

Mr. Kier. Well, sir, it was not necessary for me to get the bond 
lifted for this reason, that once we sell to the United States Govern- 
ment, we automatically take our delivery receipts and turn them over 
to our broker, which, in turn, turns them over to the Customs Depart- 
ment and we show that the merchandise went back to the United 
States Government again is when they release the bond. 

Mr. Bonner. I have a letter here from Blue Fries in New York. 

Mr. Kern. They are our forwarders that handle them. 

Mr. Bonner. Reference is made to custom entry 318040: 

(Exhibit 27 follows: ) 
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At this time we wish to advise that ultimately consignee, Oakland Truck 
Sales— 
and so forth— 
has advised us further that this merchandise was sold to the United States Gov- 
ernment. They are attempting to have the Government agency repurchase the 
merchandise and have the Commissioner of Customs in Washington waive the 


export clause in this bond. 
Trusting you will kindly hold this matter in abeyance until this information 


is forthcoming from the United States Government agency, we remain, 
BLvuE Fries, New York, N. Y. 
A. ARNOLD, Jmport Manager. 

Why was he writing that letter to the Collector of Customs ? 

Mr. Kier. You say why did he write that letter / 

Mr. Bonner. Yes. 

Mr. Kiern. Well, evidently they have inqur ed about the bond and 
what the procedure is. The bond is up for a year, and then they 
renew it as the time goes on, and we are to supply them with our 
receipts showing that the merchandise has been delivered to the Gov- 
ernment or was not delivered. We have got to show that it is still 
in our warehouse, which we have supplied them with that information. 

Mr. Bonner. Have you-ever sold any surplus property to the con- 
tractors or builders who had Government contracts ? 

Mr. Kuern. Yes; we sell, as far as motortrucks are concerned, we 
sell to contractors all over the United States. 

Mostly, the majority of them are in and around the neighborhood 
of Pittsburgh, such as Allegheny Construction and several of the coal 
mining—the mining industry, all down through Pennsylvania and 
West Virginia. 

Mr. Bonner. Are any of them building depots, airports, or any 
national defense Government construction / 

Mr. Kirin. My understanding is that the Allegheny Construction, 
that they do quite a bit of that type of work. 
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Mr. Bonner. What percentage of your business was with such 
contractors ¢ ae 

Mr. Kuern. Well, I would say that at least 40 to 50 percent of it is 
with contractors. 

Mr. Bonner. This $1,600,000 you sold to the ordnance depot, that 
was all surplus equipment ? 

Mr. Kien. No; it was not, sir. 

Mr. Bonner. What was it; would you break it down in any way? 

Mr. Kier. I would say offhanded that approximately, oh, I would 
say about 40 percent of it was surplus. The balance of it was mer- 
chandise acquired from the manufacturers. 

Mr. Bonner. About 60? 

Mr. Kuern. In that neighborhood. 

Mr. Bonner. And 40 percent surplus, 60 percent manufacturers? 

Mr. Kuiern. That is about as near as I can estimate it. 

Mr. Bonner. Have you sold any surplus to other surplus dealers? 

Mr. Kuern. Yes. I mean surplus dealers, you mean other dealers 
in our trade all through the United States? It is customary for them 
to call us for what they do not have; what we do not have, we call 
them. 

Mr. Bonner. That is just an interchange business ¢ 

Mr. Kier. That is right; that is correct. 

Mr. Bonner. Do you know whether any of the surplus property 
you may have sold to other dealers was sold to the national defense 
ordnance depots ? 

Mr. Kier. That is possible, sir. 

Mr. Bonner. But you would not have any knowledge? 

Mr. Kern. No, sir. 

Mr. Bonner. At the time you sold this property, this surplus to the 
national defense, we will call it, what inspection was there on it ? 

Mr. Kiern. Well, the procedure is that the Government has a resi- 
dent inspector there. 

Mr. Bonner. He comes to your place? 

Mr. Kuen. That is correct there. As a matter of fact, he spends 
most of his time there. He watches the procedure of disassembling, 
reassembling again, and in turn he has an inspector come in and 
checks him about every week to 10 days. Then there is inspectors that 
come in on top of that. 

Mr. Bonner. Have you sold any United States surplus Army ve- 
hicles or parts acquired by you abroad to any foreign government ? 

Mr. Kietn. We have sold some parts to the French Government, 
sir, no vehicles, 

Mr. Bonner. I understand that you imported them here and ex- 
ported them back to France. 

Mr. Krern. That is correct, sir. I want to get that—I would not 
say that the exact merchandise that we imported here went back to 
France. 

Mr. Bonner. But it was surplus property ? 

Mr. Kier. It was surplus property, sir. 

Mr. Bonner. Have you any idea about what the volume of that 
business was ? 

Mr. Kiern. We did approximately to date, I would say, about 
$300,000 worth of business with the French Government. . 
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Mr. Bonner. You have done $300,000 ? 

Mr. Kier. That is correct, sir. 

Mr. Bonner. Any other government ? 

Mr. Krier. Sir? 

Mr. Bonner. Any other foreign government? 

Mr. Kirin. We are negoti: ating—the Yugoslav Government is try- 
ing to do business with us ‘right at present. 

Mr. Bonner. Do you have any information concerning the sale of 
United States Army vehicles, parts, to iron-curtain countries ¢ 

Mr. Kirin. Absolutely not, other than plain hearsay that you hear 
amongst the dealers, but as far as I was concerned, in my opinion, 
was that they were absolutely wrong. 

Mr. Bonner. Yes; they might help us. Of course, this relieves 
you from this. What hearsay did you hear? What did you hear? 

Mr. Kier. The only information that I did hear was that Trucks 
& Spares outfit are supposed to have sold a thousand vehicles to the 
Hungarian Government, and the United States Government author- 
ities stopped them, the United States Army authorities stopped them 
from delivering it. 

Mr. Bonner. Did you hear anything about their shipping anything 
to Poland ? 

Mr. Kuen. No, sir; nothing at all about it. 

Mr. Bonner. Did you ever hear about them shipping out of Belgium, 
shipping to Belgium and out of Belgium ¢ 

Mr. Kier. Not that I know of. The Belgians were our competi- 
tion there. I mean, they would come—they were permitted to come 
in and buy this merchandise as well as we were. 

Mr. Bonner. They bought it from STEG? 

Mr. Kirin. That is correct. What happened to it beyond that, 1 
something I do not know. 

Mr. Bonner. You did not hear anything about it ? 

Mr. Kier. No, sir: I did not. 

Mr. Bonner. This one transaction is the only thing that you heard 
about ? 

Mr. Kier. That is correct. 

Mr. Bonner. That Dawson tried to ship these goods to Czechoslo- 
vakia ¢ 

Mr. Kiery. No; my information, the hearsay that I heard, rather, 
was that they tried to sell them to the Hungarian Government and 
the United States Army authorities stopped him from shipping them. 

Mr. Bonner. And that transaction was attempted by a Mr. Daw- 
son, so you heard / 

Mr. Ktern. Well, sir, that is what I hear. 

Mr. Bonner. Did you ever meet Mr. Dawson ? 

Mr. Kier. Yes, sir; I did. 

Mr. Bonner. What is his general reputation ? 

Mr. Kier. Well, I first met Mr. Dawson in August of 1949 for 
about 10 or 15 minutes, should I say, where at that time he had some 
spare parts in Italy which we were interested in, and after our in- 
spection of it we decided against purchasing it. 

Mr. Bonner. You decided you did not want to purchase ? 

Mr. Kuern. Yes, that is right. We decided we did not want it, did 
not come up to our expectations, what we were looking for. 
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Mr. Bonner. Do you know anything about Mr. Dawson’s former 
business transactions ¢ 

Mr. Kier. Well, none other than what I hear around amongst the 
trade. 

Mr. Bonner. Did you make any inquiry ? 

Mr. Kier. No, sir; I did not. 

Mr. Bonner. Contemplating doing business with him, did you 
make any inquiry as to his business stability or character ¢ 

Mr. Kier. Well, we were not interested in it to this extent. When 
you make a purchase with Mr. Dawson or with anyone else a letter of 
credit is put up, and until the merchandise is put on board vessel or 
on board carrier of some sort, our investinent is protected. So, there 
fore, we are not interested in his past or what he did so long as he 
can procure and produce the proper documents that are necessary 
pertaining to a sale. That includes the American goods’ return, the 
United States Army export license, the proper bill of sale, proof of 
ownership, with those documents. 

Mr. Bonner. Was Mr. Dawson acting on his own contract or was 
he acting as an agent‘ 

Mr. Kiet. He was acting, so far as I am concerned, he was acting 
on his own contract. That is my opinion. 

Mr. Bonner. Did you ever have any dealings with Continental 
Motor Trucks? 

Mr. Kuein. No, sir; none whatsoever. 

Mr. Bonner. Did you ever meet Mr. George Mitchell ? 

Mr. Kiri. Yes, sir, George Mitchell. 

Mr. Bonner. Who was he, and what was he doing ? 

Mr. Kier. Mr. Mitchell was representing Mr. Dawson in Trucks 
& Spares in Germany. 

Mr. Bonner. Well, now, I will ask you then what you heard about 
Dawson or Mitchell, not what you know, but what you heard about 
them. 

Mr. Kern. Well, from what I have read in the newspapers. 

Mr. Bonner. No; not in the newspapers, but what you heard 
verbally. 

Mr. Krern. Well, from the standpoint of hearsay that he has had 
difficulty with the English Government. 

Mr. Bonner. What kind? 

Mr. Prrrman. May I interpose just one thing here, not to be ob- 
structive ? 

Mr. Bonner. I am asking just what he heard, hearsay. 

Mr. Prrrman. Would the chairman please direct him to answer 
that, which would protect him—direct him to answer it. He has no 
objection to doing it, but I just would not want any repercussions 
coming from him quoting hearsay. 

Mr. Bonner. That is all right. 

Mr. Pirrman. If he is directed I am happy for him to answer. 

Mr. Bonner. That is his privilege. 

Mr. Kiery. [I am only too happy to answer it, but I do not want to 
get in difficulty with the other man’s problems. 

Mr. Bonner. Well, do you know—you met the officials of Trucks 
& Spares, did you? 
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Mr. Kern. Well, sir; to my knowledge there was only one official, 
that was Mr. Dawson. I mean the rest of them were Mr. Mitchell, 
who is supposed to work for Mr. Dawson. 

Mr. Bonner. What were the circumstances of your meeting Mr. 
Mitchell ? 

Mr. Kien. Where I had gone in and requested them on this 
yarticular purchase of these 34 vehicles, we had purchased them, oh, 
| would say back in, as near as I can recall, last fall, and that had 
been paid for and we still had not gotten the export license to re- 
move them out the country. And that was my—I just went up and 
knd of raised the devil, wanted to know why we did not get delivery 
of the merchandise. 

Mr. Bonner. Did you know anything about the agreement whereby 
Dawson sold his interest in Trucks & Spares to Mitchell? 

Mr. Kuern. To Mitchell? 

Mr. Bonner. Yes, sir. 

Mr. Kuirrn. To my knowledge, sir; he never did. 

Mr. Bonner. What was the occasion of your meeting Mr. Mitchell, 
was it to see about these trucks being shipped out ? 

Mr. Kier. Yes; on this last trip when I was in Europe, or it was 
the trip prior to that, I recall, of going up there and told them I was 
sick and tired of waiting around; we have had this investment there 
all of this time and meanwhile shipping costs are increasing by the 
day, that I wanted him to do something about it, to expedite it out, 
which they did. 

Mr. Bonner. Do you know who the officers and stockholders of 
Trucks & Spares are? 

Mr. Kern. As near as I can recall it is supposed to be Mr. Dawson 
and two or three other German names, I do not quite recall it, but I 
do have papers signed by them. 

Mr. Bonner. Sir? 

Mr. Kietn. We do have documents signed by them, I mean, their 
names are pretty hard to remember—Doctor somebody. 

Mr. Bonner. What kind of documents do you have signed by them ? 

Mr. Kier. Just an agreement, whereas they agreed to sell us these 
particular vehicles for so much money and the conditions of the sale 
which I will be only too happy to present to the subcommittee if they 
want to see it. 

Mr. Bonner. You do know the connection, then, that Dawson had 
with the organization? 

Mr. Kern. So far as my opinion is concerned, why, to me Dawson 
and Trucks & Spares are one and the same person, so far as I am 
concerned. 

Mr. Bonner. Do you know what his connection with STEG may 
have been or was? 

Mr. Kuern. None other than the fact that it was known that Mr. 
Dawson had purchased everything that STEG had back in, oh, a 

year and a half ago, I would say. 

Mr. Bonner. Did you know he had offices in the same building with 
Trucks & Spares or with STEG? 

Mr. Kier. Yes. He had for a fact, as near as I can recall, because 
I had not been there from August of 1949 up until this particular 
January—the building that STEG was occupying was pretty well 
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bombed out, and they were occupying one section, and then when 1 
got there this time is when I found out that Trucks & Spares were 
in a portion of the same building. 

Mr. Bonner. Do you have any information concerning the negotia- 
tions between STEG and Dawson for vehicles and parts stored in the 
various depots handled by STEG? 

Mr. Kier. None other than knowing that he had purchased it. 

Mr. Bonner. Do you know the date when Dawson made the trans- 
action with STEG, approximately ? 

Mr. Kuern. I would say approximately, as near as I can recall, it 
was November or December of 1949. 

Mr. Bonner. November or December? 

Mr. Krier. As near as I can recall, sir. 

Mr. Bonner. Do you know whether their initial contract with 
STEG was ruled invalid and a new contract was substituted at a later 
date ¢ 

Mr. Kiern. That I do not know, sir. 

Mr. Bonner. Sir? 

Mr. Kuen. That I do not know. 

Mr. Bonner. You do not know anything about changing Dawson’s 
original contract ? 

Mr. Kier. No, sir. 

Mr. Bonner. Did you ever hear anything from Dawson or from 
Mitchell ? 

Mr. Kern. I have heard talk on this past trip when I was over in 
Europe, when Dawson claims that he did not own it, that he had 
transferred it over to Trucks & Spares and stated that he had nothing 
to do with Trucks & Spares. Of course, that was what I heard, but 
as far as I was concerned he was still Trucks & Spares to me. 

Mr. Bonner. He was still representing the sales agency of Trucks 
& Spares / 

Mr. Kuiery. That is definite, otherwise I would not have given 
him—— 

Mr. Bonner. How late was that? 

Mr. Kuri. February the 8, when I made this purchase from him. 

Mr. Bonner. This year? 

Mr. Kier. Yes, sir. 

Mr. Bonner. Do you know whether George Dawson or Trucks & 
Spares had any agent in the United States to whom they ship United 
States Army vehicles and parts? 

Mr. Krery. To whom they ship to? 

Mr. Bonner. Do you know whether they have any agent in the 
United States that they ship parts to here? 

Mr. Kirerx. To my knowledge they do not have any agency in the 
United States that they ship to. 

Mr. Bonner. Do you know William J. Lucks? 

Mr. Krern. Yes, sir. 

Mr. Bonner. And Edward Udelson? 

Mr. Kier. Yes; and Udelson, sir. 

Mr. Bonner. Who are they? 

Mr. Krery. This is hearsay also. 

Mr. Bonner. We will take Lucks? 
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Mr. Kuern. Yes, Mr. Lucks, and Mr. Udelson, and Mr. Brenner, I 
believe, there are four or five of them involved in this company called 
Allied Equipment. 

Mr. Bonner. They are Allied Equipment. 

Mr. Kier. That is what they tell me, sir. 

Mr. Bonner. Are they or were they partners of Dawson, to your 
knowledge / 

Mr. Kuen. Not that I know of, sir. 

Mr. Bonner. Do you have any information concerning 6,000 ve- 
hicles recently requisitioned by the United States Army in Germany 4 

Mr. Kier. None other than hearsay, when I was over there. 

Mr. Bonner. What was it? 

Mr. Kier. That the United States Government had requisitioned 
6,000 of Mr. Dawson’s vehicles. 

Mr. Bonner. What if any comment or discussion was there about 
it that you heard? 

Mr. Kier. None, other than that they had requisitioned, and Daw- 
son was pretty well upset about it, the fact that he could not carry on 
his business. 

Mr. Bonner. Do you know when this requisition was made? 

Mr. Krier. Well, sir, it was, as near as I can recall, because I had 
inspected one of the large sheets, the requisitioning sheets that the 
Government had over at Trucks & Spares oflice—of course, it was 
none of my affair at that time but I was just interested in it—and at 
that time they had just had it all marked down what vehicles they 
had picked out and that was started, as near as I can recall, this sheet 
was dated from last October up until January or February of this 
year. 

Mr. Bonner. Do you mean they had been requisitioning since last 
October ? 

Mr. Kuern. That is right. 

Mr. Bonner. There were requisitions on the sheet up to and through 
January of this year? 

Mr. Kuern. That is right. 

Mr. Bonner. Of these 6,000 trucks ? 

Mr. Kier. It included a lot of other merchandise on there that 
STEG had owned, of course. 

Mr. Bonner. Other merchandise? 

Mr. Kuiern. That is right. It was a public sheet, is what it is. 

Mr. Bonner. Was there anything said about why it was requisi- 
tioned at that or this particular time? 

Mr. Kuein. As near as I can recall, the Government was requisition- 
ing for the purpose of cannibalizing it and using it for spare parts and 
rebuilding some of them. 

Mr. Bonner. Do you have any information concerning the purchase 
of surplus United States Army property at the Letterkenny Arsenal 
by the Mack Motor Truck Co. ? 

Mr. Kirin. Yes, sir; they have been—I mean, it is a matter of public 
record whoever makes these purchases, why, they are known through 
the country as being one of the big purchasers of Mack parts, and the 
majority of those parts were sold at Letterkenny. I personally in- 
spected quite a bit of it myself. Unfortunately, we were low bidders 
on it and we could not buy it. 
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Mr. Bonner. Approximately how much was purchased there, do you 
have any idea, by the Mack Truck Co. ¢ 

Mr. Krein. Well, sir; that is pretty hard. 

Mr. Bonner. Well, some round figure, estimate it, an idea. 

Mr. Kuern. I would say that I did not attend every particular sale 
that was held at Letterkenny, but on the occasions that I was around, 
and I would check on it, I would say, oh, three or four hundred thou- 
sand dollars. 

Mr. Bonner. Around $400,000. Where is this Letterkenny ¢ 

Mr. Kuen. That is in Chambersburg, Pa., sir. 

Mr. Bonner. Have you heard anything about the Mack Truck Co. 
subsequently reselling as new equipment this property to the United 
States Army ¢ 

Mr. Kier. Well, sir; as near as I can recall the equipment was 
all new equipment. 

Mr. Bonner. Sir? 

Mr. Kier. The equipment that I have inspected there was new 
equipment. 

Mr. Bonner. It was all new equipment ¢ 

Mr. Kirin. The majority of it was. 

Mr. Bonner. That the Mack Co. purchased ¢ 

Mr. Kuern. Pardon me, sir. The fact that Mack Truck purchased 
it, | will take that back. It was not Mack Truck. It was a concern 
in New York called Mott Haven Truck Parts. They are known to 
the country as specializing in Mack parts. 

Mr. Bonner. Mott Haven Truck Parts? 

Mr. Krier. That is right, sir. 

Mr. Bonner. When did you inspect this equipment ? 

Mr. Kuern. Oh, sir, at various times. I would say I have not at- 
tended any sale there for the past 8 or 9 months. Prior to that they 
used to run the sale there, I'd say. 

Mr. Bonner. Last August or September / 

Mr. Kier. That is right. 

Mr. Bonner. You inspected some of it ? 

Mr. Kier. I would say since, in the past 8 or 9 months, I have 
not. 

Mr. Bonner. Going back to August of last year ? 

Mr. Kiem. August of 1949. 

Mr. Bonner. Yes? 

Mr. Kuern. August of 1950, sir. 

Mr. Bonner. Yes? 

Mr. Kiein. Prior to that they used to run the sale about every 3 or 4 
weeks, or every month. 

Mr. Bonner. There would be some sales. Did you go there after 
June of 1950 and look over any property offered for sale ¢ 

Mr. Kirin. Yes, sir; I was there, to be exact, about, I would say, 
about 5 months ago. They had quite a bit of tires for sale. 

Mr. Bonner. Trucks? 

Mr. Kuery. Truck tires for sale. 

Mr. Bonner. Is that the time that this company overbid you? 

Mr. Kier. At that particular time they had some Mack parts in 
there at that particular sale, and this particular company overbid us. 

Mr. Bonner. And this company was buying as agents for the Mack 
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Mr. Kier. Well, that is something I will not say, that I cannot 
say. 

Mr. Bonner. Well, you do know, or do you know, that the Mack 
Truck Co. sold this equipment back to the National Defense ? 

Mr. Kter. That is something I would not stand on and say that I 
did see them do that, sir. 

Mr. Bonner. Did you ever hear that it was done? 

Mr. Kuiern. ‘There is hearsay all through the industry. 

Mr. Bonner. So the only thing you ‘know about the transaction 
would be just in talking about it which is hearsay / 

Mr. Kurr. That is right; that is correct, sir. 

Mr. Bonner. Do you have any information concerning 2,000 United 
States Army truck bodies sold to Mr. Glazier, sold by Kaplus to you, 
sold by you to a dealer having a contract to furnish truck bodies to 
the United States? 

Mr. Kixern. Other than we had purchased them from Mr. Kaplus. 

Mr. Bonner. Purchased 2,000? 

Mr. Kien. Well, sir, there was not no 2,000. To be exact, as near 
as 1 can recall, there was only 700. 

Mr. Bonner. Well, whatever it was. 

Mr. Kuer. Yes, approximately I would say about 700. 

Mr. Bonner. Did you purchase as much as 2,000? 

Mr. Kuen. No, sir. 

Mr. Bonner. Do you know whether Mr. Kaplus had in his pos- 
session, at the time you bought from him, as much as 2,000? 

Mr. Kuern. As near as I can recall, I will try to clear that up for 
the committee as far as the 2,000 number is concerned. 

Mr. Bonner. Yes. 

Mr. Kuiern. Several years ago Mr. Kaplus purchased approximately 
2,000 bodies from the Army out in Washington. I tr: <0 as near 
as I can recall, it was Tacoma, Wash., and had them shipped into 
the east coast. That is where they got the 2,000 figure. 

Mr. Bonner. They bought from whom? 

Mr. Kuen. They bought it through surplus out on the west coast. 

Mr. Bonner. When did you buy it, Mr. Klein, from Mr. Kaplus? 

Mr. Kern. And by the time we got around to them Mr. Kaplus 
had about, as near as I can recall, we got our agreements there were 
600 or 700 of them. 

Mr. Bonner. When did you buy them ? 

Mr. Kiern. We bought them, oh, it was around the spring, as near 
as I can recall, the spring of 1950, around March or April about a 
year ago, I’d say. 

Mr. Bonner. March of 1950? 

Mr. Ker. As near as I can recall. 

Mr. Bonner. And you sold them to the Government? 

Mr. Kern. No, Sirs we did not. 

Mr. Bonner. Who? 

Mr. Kier. We sold them to the United Auto Parts in Kansas City. 

Mr. Bonner. The United Auto Parts? 

Mr. Kier. That is correct, sir. 

Mr. Bonner. Who is the United Auto Parts? 

Mr. Kuen. Well, that is Mr. Glazier. There are two Glazier 
brothers. 
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Mr. Bonner. You mean you sold them back to the man that 
originally bought them ¢ 

Mr. Kiri. No, no, sir. That man never did own them bodies. 

Mr. Bonner. I am just asking you. Do you know who Mr. Glazier 
sold them to? 

Mr. Kier. Mr. Glazier sold them to the United States Government. 

Mr. Bonner. The agency to whom he sold them, Mr. Klein, if 
you know. 

’ Mr. Kier. I mean the particular agency I do not quite recall. 

Mr. Bonner. The reason I asked you about Dawson and Mitchell 
is that Mr. Monticone said that Mr. Mitchell is an associate of Mr. 
Dawson, and Mr. Dawson turned over his holdings to Mr. Mitchell. 
That is a quotation. He represented the High Commissioner of Ger- 
many before this committee. Well, he is making a statement here 
that Mr. Dawson was never the true owner, that 1s according to the 
photostatic document. He says that Continental Truck was always 
the true owner of Trucks & Spares. Further, Mr. Monticone, “This 
isan agreement between the Continental Motor Trucks and Mr. George 
Dawson and it reads as follows :” And he gives the contract. 

That was the reason I was asking you 1f you had any acquaintance 
with these gentlemen or knew anything about them. 

Mr. Kiern. No; none whatsoever about those transactions. 

Mr. Bonner. Are you familiar with the laws and regulations con- 
cerning the imposition of Federal excise taxes for articles sold by 
manufacturers, producers, or importers? 

Mr. Kriern. Familiar with it to this extent, that anything, that is, 
anything that is acquired outside of the United States, as long as 
we represented show the American goods return was previously manu- 
factured in the United States, that there was no excise tax due on it. 

Mr. Bonner. That is your understanding ? 

Mr. Kure. That is correct, sir. 

Mr. Bonner. Notwithstanding the statement that was made just 
a moment ago? 

Mr. Kier. Definitely. 

Mr. Bonner. Have you made any inquiries in connection with your 
sales of imported surplus as to the applicability of the Federal excise 
taxes? 

Mr. Kern. No, sir; because it was not necessary. Whatever we 
imported was resold back to the United States Government again, 
other than what we have on stock at present. 

Mr. Bonner. I asked you, have you ever made any inquiry? 

Mr. Kier. Well, our auditors got into it to that extent. 

Mr. Bonner. Who? 

Mr. Kern. Our auditors have checked it and to our knowledge—— 

Mr. Bonner. Did you ever inquire of the Internal Revenue Bureau 
as to this possibility ? 

Mr. Krern. Well, sir, our auditors inquired into it and also our 
freight forwarder in New York that handled these things. I mean, 
he has got to advise us of that if there are any taxes or anything 
involved in it, and to our knowledge there is not. 

Mr. Bonner. Did you ever have a letter from the Bureau to that 
effect ? 

Mr. Kern. No, sir. 
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Mr. Bonner. Did your auditors ever get any ¢ 

Mr. Kern. Not that it has been called to my—— 

Mr. Bonner. To that effect. 

Mr. Kern. Not called to my attention, sir. 

Mr. Bonner. Therefore, you made no inquiry ? 

Mr. Kier. I did not think it was necessary. 

Mr. Bonner. I just asked. 

Mr. Kier. That is correct. 

Mr. Bonner. You paid no tax. 

Mr. Fine. This Udelson that you said you knew with Allied, is that 
the same Udelson that you have heard mentioned this morning? 

Mr. Kirin. That is correct, sir. 

Mr. Frve. Did you ever do any business with him? 

Mr. Kern. We have done business with him years ago. I have 
known him for about 14, 15 years. 

Mr. Fixe. Did you do any business with this Lucks ? 

Mr. Kuern. I have known him for quite a few years. 

Mr. Fine. Any recent business ? 

Mr. Ker. Not of recent, sir. 

Mr. Fine. Do you know Shnitzer Bros., of Portland ¢ 

Mr. KLEIN. Never heard of them, other than what I heard this 
morning, sir, here. 

Mr. Fine. That is all. 

Mr. Bonner. I will call Mr. Hoyt. 

Since your statement this morning and during the recess, you have 
heard the testimony this morning and this afternoon, have you any 
further statement that you could give this subcommittee, as to the 
question of this tax? 


FURTHER STATEMENT OF MAX HOYT, BUREAU OF INTERNAL 
REVENUE, TREASURY DEPARTMENT 


Mr. Hoyt. My name is Max Hoyt. I have heard the testimony. 
There is an excise tax on this sale in this country by an importer of 
trucks and tires and other things. However, if those goods were of 
American manufacture and the tax was paid originally by the manu- 
facturer on his sale, and they were exported without any refund of 
that tax being claimed, when they are imported back into this country, 
while the importer is liable on his sale, he is excused from paying the 
tax twice if he can show that the manufacturer has paid it. 

Mr. Kier. That is correct. 

Mr. Bonner. We have pointed out this avenue of revenue. Do you 
intend to explore this to see if the tax was paid? 

Mr. Hoyr. Very definitely; yes. 

Mr. Bonner. I will ask you, was it customary for the national 
defense to pay this tax when they were acquiring military property ? 

Mr. Hoyr. I cannot tell until I know more of the circumstances. 
From information subsequently received I can now state that the 
tax was not paid on these trucks. 

Mr. Bonner. We would like for you to explore it and give us a 
report. 

Mr. Hoyt. I shall. Thank you. 
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(The information is as follows :) 


It was customary for the military departments of the United States to claim 
exemption from this excise tax on all purchase contracts made before June 1, 
1944, and upon examination of evidence assembled by Mr. W. L. Ellis of the 
General Accounting Office I am now satisfied that no excise tax was paid on the 
original sale of this military property by the American manufacturers. 

Mr. Bonner. The transcript will be available to you. 

Now, Mr. Lantaff. 


FURTHER TESTIMONY OF MORRIS KLEIN, OAKLAND TRUCK SALES, 
INC., PITTSBURGH, PA. 


Mr. Lantarr. Mr. Klein, you stated that when you examined this 
surplus equipment over at Kitzingen Field you found it in good con- 
dition for the purpose you wanted to use it for. 

Mr. Kier. That is correct. 

Mr. Lantvarr. What do you mean? 

Mr. Kier. Cannibalizing. 

Mr. Lanvarr. The purpose that you wanted to use it for ¢ 

Mr. Kier. Cannibalizing for the spare parts in it. 

Mr. Lanrarr. Just to cannibalize them ? 

Mr. Kuer. That is right. 

Mr. Lantarr. Not to use as trucks? 

Mr. Krery. Well, primarily I mean our interest was in the spare- 
parts business. 

Mr. Lanrtarr. Is that your primary business, spare parts? 

Mr. Kier. Right today it is, sir. 

Mr. Lanvarr. Was it at that time? 

Mr. Kuern. At the time I inspected these particular vehicles; yes, 
sir, that was. 

Mr. Lantarr. Spare parts? 

Mr. Kien. That is correct. 

Mr. Lantarr. Did you have any immediate sales or know of any 
particular market in this country for these spare parts? 

Mr. Kern. Vehicles, sir, as a whole ? 

Mr. Lantarr. Yes. 

Mr. Kier. At that particular time there was a scarcity of them in 
the United States because— 

Mr. Lantarr. What date do you mean by “that particular time”? 

Mr. Kier. Well, the last I inspected. 

Mr. Lanrarr. August. 

Mr. Kier. Kitzingen was in August of 1949. 

Mr. Lantarr. August of 1949? 

Mr. Kier. That is correct, sir. 

Mr. Lanrarr. So that in 1949 in August, when you inspected them, 
you determined that there was a definite need in this country for that 
type of truck or that type of spare part ? 

Mr. Kiri. That is very true, sir. - 

Mr. Lantarr. And by need, what do you mean? In other words, 
what was the market then? 

Mr. Kurt. In other words, the demand at that particular time was 
the biggest demand for the spare parts due to the fact that the manu- 
facturers were not manufactur ing them. 

Mr. Lanrarr. Where was that demand coming from? 
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Mr. Kuern. That was coming from the average, I would say, the 
average contractor that had previously purchased Army surplus ve- 
hicles of that particular type. 

Mr. Lanrarr. In this country? 

Mr. Kern. In this country, sir, and also from exporters that 
handled other affairs of other countries. 

Mr. Lantarr. This demand was largely a domestic demand, based 
on shortage in this country? 

Mr. Kuern. It was a domestic demand, sir, and an export demand. 

Mr. Lanrarr. What countries did the export demand come from? 

Mr. Kern. It came from various countries, sir. 

Mr. Lanrarr. What countries? 

Mr. Ktern. For a fact the Yugoslavs were looking for the same 
merchandise and they are still looking for it today. 

Mr. Lanrarr. Did you have any specific orders or requests for any 
of this type of equipment from any foreign country at the time you 
purchased it? 

Mr. Kier. Yes, we had a definite request from the Yugoslav Gov- 
ernment at that time. 

Mr. Lantarr. This was in August of 1949? 

Mr. Kuie1n. That is correct, sir. 

Mr. Lantarr. And in August of 1949 did you make any sale to the 
Yugoslav Government? 

Mr. Krern. No, sir, we did not. 

Mr. Lanrarr. At the time you made this purchase in August of 
1949 

Mr. Kier. Yes, sir. 

Mr. Lanrarr (continuing). And imported some of these spare parts 
into this country, did you contemplate at that time reexporting a por- 
tion of this shipment to Yugoslavia ? 

Mr. Kurt. No, sir, absolutely not. At that particular time our pri- 
mary interest in what we imported into the United States was to resell 
it to the United States Government. 

Mr. Lanrarr. Well, now, were you informed by some officials in 
the Detroit Tank Arsenal of a need for spare parts in the arsenal ? 

Mr. Kiem. Well, sir, as far as them informing us, it is public in- 
formation. They publicize IFB, that is, invitations to bid, and it is 
open to the public for one to go up and inspect them. 

Mr. Lantarr. That was in August of 1949? 

Mr. Kirin. Well, it was prior tothat also. I mean, these bids. 

Mr. Lantarr. It was prior to the outbreak of the Korean war? 

Mr. Kier. Oh, my God, yes, way far beyond that. 

Mr. Lantarr. They were advertising for this type of spare part 
in Detroit ? 

Mr. Kier. That is right, that is correct, sir. 

Mr. Lantarr. Do you have in your files any of those requests to 
bid published by the Detroit Tank Arsenal or any other Army agency ? 

Mr. Kuiern. Well yes, sir, there are abstracts that the agency publi- 
cizes every day, every day of their business week, I imagine. It is open 
to the public to go in and leaf through them and take whatever infor. 
mation you care to off of them. 

Mr. Lantarr. Did you inform any of the Detroit Tank Arsenal 
officials that you could acquire certain spare parts at Kitzingen and 
offer to resell them to the Government at a certain price? 
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Mr. Kixrn. That is known—I mean, that is known at the agency 
that we are listed as surplus dealers and they know our source of sup- 
ply, that it is through the world over. 

Mr. Lanrarr. Did you have any discussions with any of the offli- 
cials at the Detroit Tank Arsenal about your source of supply? 

Mr. Krier. That was brought up numerous times, sir. 

Mr. Lantarr. With whom? 

Mr. Kier. With—I’d say in Detroit, you have got to deal with 
probably 20 to 30 different people. 

Mr. Lanrarr. Did you ever talk to the commanding general there ? 

Mr. Kier. No,sir. It was not necessary. 

Mr. Lanrarr. Or the commanding officer ? 

Mr. Kuiern. It was not necessary. 

Mr, Lanrarr. Who did you talk to? 

Mr. Kuern. Well, it was discussed with Colonel Cone, which is the 
commanding officer. 

Mr. Lantarr. Colonel Cone? 

Mr. Kern. Cone, sir. 

Mr. Lantarr. And tell me about the nature of your discussions 
with Colonel Cone, and about when those took place. 

Mr. Kier. From the standpoint of discussion I would be called in 
there to find out about deliveries. 

Mr. Lantarr. About when was this? 

Mr. Kier. We have had 

Mr. Lanrarr. Prior to our entry into Korea and afterwards? 

Mr. Kier. Much further beyond Korea. I started to do business 
with the Government in 1948, the fall of 1948. And we have had 
discussions every week for that matter going in and checking on de- 
liveries and specifications and so on and so forth. 

Mr. Lantrarr. With Colonel Cone or with his staff ? 

Mr. Krier. With his staff, that is right, that is correct, sir. 

Mr. Lantarr. Did you ever tell Colonel Cone that you could get 
certain spare parts, such as axle assemblies, at Kitzingen and that 
you would sell them to the Government ? 

Mr. Kier. They are well aware of that. I mean, they are well 
aware of our dealings, that we deal in surplus the world over. 

Mr. Lantarr. Did you ever have any discussions with them as to 
where you were acquiring this surplus property ? 

Mr. Kuiern. Yes, we had discussions to the extent that we procured 
the merchandise overseas. For instance, he would call me in and say, 
“Klein, how come so and so merchandise is not here yet?” Well, we 
have told them that we have had delays over on the other side, shipping 
difficulties, and so forth and so on. 

Mr. Lantrarr. And would you say that those conversations took place 
both before—— 

Mr. Kxiern. And after. 

Mr. Lanrarr (continuing). The outbreak of the Korean war. 

Mr. Kier. That is correct. 

Mr. Lantarr. So that the commanding officer at the Detroit Tank 
Arsenal knew that this surplus equipment was being acquired in 
Germany ? 

Mr. Kier. To the best of my knowledge he did know. 

Mr. Lantarr. And resold to him? 

Mr. Kier. That iscorrect. You see, we have to—— 














264 DISPOSITION OF WAR SURPLUS PROPERTY 


Mr. Lantarr. Let me go one step further. Who told you that when 
you brought this equipment in under bond, that if you sold it to the 
United States or any of its agencies, that the equipment, vehicles or 
parts, could be released from the bond ? 

Mr. Kiern. Providing it was sold to the United States. 

Mr. Lanrarr. Who told you that ? 

Mr. Kirin. Well, that came through our shipper which he in turn 
handled it direct with the Custom authorities and before we went 
over to Europe to make these particular purchases we were advised. 
Mr. Lanrarr. By whom? 

Mr. Kier. By the authorities in Detroit that as long as we bring 
in for resale to the United States Government 
Mr. Lantarr. That was by Colonel Cone? 
Mr. Kier. Yes; and his staff there. 

Mr. Lanrarr. I would like to know if the commanding officer at 
the Detroit Tank Arsenal so informed you. 

Mr. Kie1n. No, sir; it did not come directly from Colonel Cone. 

Mr. Lanvarr. Who did you tell that if you brought these items of 
surplus equipment into the country under bond, you could have them 
released provided you sold them to the United States Government ; 
who told you that ? 

Mr. Kuern. That is pretty hard. There are so many people that 
we do business with there that when we did get that information it 
was handled direct through Customs in New York and they in turn 
took it up with the Commerce Department of every shipment. For 
instance, we brought in a bulk shipment, what was sold to the Govern- 
ment, we took our delivery receipts and presented them, showing what 
we had delivered to the Government, what was left in stock. 

Mr. Lanrarr. Then would they reduce your bond by the amount 
you had sold to the Government ? 

Mr. Kier. That is correct, sir. For a fact, as far as I know, the 
bond is still on yet, although they have no right to, because the mer- 
chandise—— 

Mr. Lanvarr. Were you told that this could be done by the officials 
at the Detroit Tank Arsenal ¢ 

Mr. Kuer. Yes, sir. I mean, any particular one because there 
vas 

Mr. Lanrarr. So just by way of general review of this situation, 
the officials at the Detroit Tank Arsenal would publish daily and 
weekly summaries of the articles they desired to purchase? 

Mr. Kier. Correct. 

Mr. Lanrarr. And invitations to bid? 

Mr. Kuten. Right, sir. 

Mr. Lantarr. And you would then read those and discuss the needs 
with the officials out there, including the commanding officer ? 

Mr. Kier. No, sir; that was not—that was not necessary to discuss 
it with them. I mean, when they publicize these bids, put them out 
there, they are open to the public. And in these bids they specify of 
what the surplus dealer has to deliver up to and we follow those par- 
ticular instructions. 

Mr. Lanrarr. I am talking about the initial transactions. When 
you first started acquiring the surplus property in Germany—— 

Mr. Kern. Yes, sir. 
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Mr. LantarF (continuing). And bringing it back to sell to the 
Detroit Arsenal. You had some discussions with the officials at the 
tarik arsenal? 

Mr. Kern. Yes, for a fact the first transaction I ever had with the 
United States Government was pertaining to some motors which I 
told them that I had an option on. 

Mr. Lantarr. About when was this? 

Mr. Kuen. Sir, that was, as near as I can recall, July or August 
of 1948. 

Mr. Lanrarr. 1948 ¢ 

Mr. Kuen. That is right, sir. 

Mr. Lantarr. The Detroit Tank Arsenal wanted to buy some 
motors? 

Mr. Kuerw. That is correct. 

Mr. Lanrarr. You told them you had an option to purchase some 
motors ¢ 

Mr. Kern. Yes, that is correct. 

Mr. Lantarr. Did you tell them these motors could be acquired at 
Kitzingen Field? 

Mr. Kuiern. We did not specify that particular field. We told 
them that it was surplus which was definite—told them they were in 
Germany. 

Mr. Lantarr. What did they say ? 

Mr. Kurrn. That was perfectly all right. They issued us a con- 
tract. And after they issued the contract to us, in fact, about 3 months 
after they issued, from the time that we discussed it, they put out the 
IFB on it, as it calls it, until the time—— 

Mr. LanraFr. Put out what? 

Mr. Kier. They call it an IF B, invitation to bid. About 3 months 
elapsed before they did finally send us a contract to deliver these 
motors. When we went to pick up our option over in Europe why we 
found out that the United States Government had taken them back 
again. So that left me—— 

Mr. Lantarr. Over in Germany ? 

Mr. Kern. Yes. 

Mr. LantaFrr. Then did you acquire some more motors? 

Mr. Kier. No, sir. We traveled the world over trying to buy those 
motors, even went to the original manufacturer and as a result of that 
the United States Government defaulted me on them, and they have 
tied up a considerable amount of my money. 

Mr. Lantarr. The motors that you were going to get to sell to the 
Detroit Tank Arsenal were picked up by UCOM in Germany for their 
use over there ? 

Mr. Kuern. That is right, sir. 

Mr. Lanrarr. The Detroit Tank Arsenal was familiar with this 
difficulty ? 

Mr. Kier. I told them definitely. They were in fact—there was a 
week-to-week discussion on that. 

Mr. Lantarr. What was the first item that you sold to them? 

Mr. Kiern. That was these particular motors that I mentioned to 
you. 

Mr. Lanrarr. You did not consummate that sale? 

Mr. Kier. No, sir. 
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Mr. Lantarr. Well, now, what was the next deal that you had 
with them for parts that were actually sold ? 

Mr. Kix. That is pretty hard to say. I would be more than glad 
to submit my records on them. It pertains to parts of all categories, 
pertaining to Army vehicles. 

Mr. Lanrarr. Let me explain to you—you have been very cooper- 
ative with this committee—as to exactly what I am getting at. Public 
Law 152 recites that this surplus equipment is not to be returned to 
the United States unless it be determined by the Department of Com- 
merce that the item is in short supply or needed for the economy of 
this country. 

Mr. Krier. Right, sir. 

Mr. Lantarr. And the thing that amazes me is the fact that the 
officials at the Detroit Tank Arsenal were actually encouraging bring- 
ing this surplus back in and assisting in interpretation of the law so 
that you could bring this surplus back in from Germany and sell it to 
the Army. That is what I was interested in, in the fact that the offi- 
cials were fully cognizant 

Mr. Kurt. They were definitely aware. 

Mr. Lanrarr (continuing). Where you were getting the equip- 
ment. 

Mr. Kuer. Definitely, sir. 

Mr. Lanrarr. Actually, had assisted in some manner in getting 
an interpretation of the law to the effect that if any single tank arsenal 
in this country needed such items, that then they were in short supply 
throughout the whole country. 

Mr. Kuer. There definitely was a short supply for them, sir, for 
the simple reason that no manufacturer at that time manufacturing 
any of the items pertaining that the Army needed to rebuild a motor 
vehicle, I mean, I am speaking of specialized items, there was no other 
source but—— 

Mr. Lantarr. What do you mean by specialized items? 

Mr. Kier. For instance, intermediate rear ends and particular 
type transfer case which is not in production for a fact. I do not 
doubt but what or whether, for a fact, I would say up until about 
6 months, well, I would not say 6 months ago, I'd say just about 
5 to 6 months ago they did start to manufacture any of the items that 
the Army needed from the standpoint of spare parts such as these 
specialized items that I am talking about. 

Mr. Lantarr. Did you sell all of your surplus to the Government— 
did you sell it all to the Detroit Tank Arsenal or to other arsenals? 

Mr. Kuen. No, sir; that was the only one that we sold to. 

Mr. LanrarF. Just the Detroit arsenal ? 

Mr. Kuern. That is correct. 

Mr. Lantarr. Do you have in your records a list of everything you 
sold to the Detroit Tank Arsenal? 

Mr. Krern. Yes, sir; we have a regular work sheet as we call it, 








showing 
Mr. Lantarr. Could you furnish that to the subcommittee in 
sufficient detail so that we can tell what these articles were ? 
Mr. Kuery. I would be more than glad to furnish them with an 
abstract attached to each one, showing the competitive bidding on 
them, sir. 
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Mr. Lanvarr. Fine. I think it would be helpful to break it down 
sufficiently to show that such items were not being manufactured 
anywhere in the country, and if you will furnish that to the com. 
mittee, I think it would be helpful. 

Mr. Kuexn. I will be glad to. 

Mr. Bonner. You can get that and insert it at this point in the 


record. aa 
(The document referred to marked “Exhibit 28,” follows:) 


ExHrsit 28 


List of sales to Detroit Tank Arsenal and work sheets showing competitive 
bidding 
Bid No. 50-76 ; opening date, Oct. 4, 1949 ; buyer, DeLaverne 
CYLINDER HEADS 


Int. spare | ,Cekiand | Continental 
Item No. -— . Cc | River Rouge, Muskegon, 
sian Mich. | Mich. 
kee ROSS Fe See pee end ca Gael oe 259. 55 | 144. 90 | 158. 00 
> RR PRs Se TEATS es Oo ea SS (ane -| +5% Tax 
ERE toes silomnd I oe Seay eee a 2-10 | 16-1-10 | Net 
Us Chie wiecideuénedtnieiincsedescegbegienseesouswerpensnante } L.1.C. | R. R. | Muskegon 
a nis bdiannedenetdiementindineacadialgauniil 120 A. R. | 90 
| 
Bid No. 50-961; opening date, Feb. 28, 1950, 1:30 p. m.; buyer, Melody; 
contract, 3579 
600 CAB ASSEMBLY 
| unites Auto|] o 7g GMC 
Item No. Parts | & Con 
K.C. Mo | B- R. Mich |Pontiae Mich 
1 . sits. | 433, 00 | 421. 00 | 1, 182. 64 
Terms 5 = | 16—20 | 1—30 
F. 0. b. 6 | oo &. ©. P. 
| 
Bid No. 50-1036 ; opening date, Mar. 8, 1950, 10: 30 a. m.; buyer Wades 
Oakland | Chrysler | . . . _ ; a | Universal 
Item No. Trk Sales Corp | Bon _ | 7 ae +~ ar Prod. Co 
| Inc River | Detroit | “rich | “Mich Mich olt | Dearborn 
Rouge, Mich. Mich z | te Mich 
l 17.81 | _ . 17. 66 
2 4. #4 | 3. O55 
3 5.49 | | 5. G85 
a -— 12. 62 5. 08 4. 94 
5 18. 62 12. 38 
6 9. 26 6. 66 
7 21. 82 35. 05 
& 2. 00 
9 J _— 3 = . : 
As & mm | Dest Dest Dest. Dest Dest Dest 


‘Terms 11 . ‘ 16--20 Net | 1—30 Net 1—30 Net 
Del. 12 ‘ s . i 
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Bid No. 50-1036 ; opening date, Mar. 8, 1950, 10: 30 a.m. ; buyer Wades—Continued 


| Si 


Aut 


Item No. 


> rm bo 


~] 


F.o.b 


lerms 


Item No. } 


Item No 


Item No 


Bid No. 


s Trk & 


Mich. 


Central 
Trk. Pts. 
Chgo, I 


Detroit, 


US. Mtr. Trk 
Sales Detroit, 
Mich. 


4.89 
8. 83 
5. 89 


Dest 
1—20 





North- 
western 
Auto Its. 


Minn., Min. | 


25. $0 
Dest 
14—20 


Oakland 
Truck Sales, 
inc., River 

Rouge, 

Mich 


138. 00 
41.60 
51. 80 


34. 90 
R.R 
b6—20) 
90-180 


Biederman 
Mtrs 


Cinn. Obio 








| 
Biederman Parkway American eter 
Mtrs. Cinn.,|; Auto Pts. Auto Pts. Active Gear 
Ohio | Cinn., Ohio | K. C., Mo. | Chgo., Ii. 
Re Laces beg eee Me) ae a 
5.18 | 3. 30 
5. 00 
| 5. 24 
aid 16, 95 5.74 
43.18 | | RE 
21. 2856 23. 18 i : 
Dest. Dest Dest. Dest. 
1o—20 1—20 2—30 1. 20 
C.8. Collins, | Merit Auto | Bens Trk. | National 
Newton, | supp N y.,| Pts. Tacoma, | Wholesaler 
Mass. N.Y. | Wash. L. A., Cal 
| | 
| ; 
17.77 21. 43 | — 
8. 26 | 
7. 80 
20. If 9. 2 
27. 66 10.7 
25, 95 39. 50 
Dest Dest Dest Dest. 
Net | 1-20 Net Net 
| j 
50-1395 ; opening date, Apr. 4, 1950, 9 a. m.; buyer Genthe 
. i G.M.C Sid’s Trk. Knorr 
aoe 7 'rk., & Aut Maynard, 
Mich.” Pontiac, Detroit, Detroit, 
. id Mich Mich Mich. 
> AD tH. HF 24.75 
RO. AO 92. 76 63. SY 
O07 03 
ALT. 2. 21 
03 O17 
OS 114 
13 
14. 91 
29 99 
Pontiac Detroit Detroit 
1¢ 0 146—20) 2—30 
165 90-120 90-120 
ae E Ward Mack Mfg. 
Clark Cable | Write Mtrs.! La France | Plainfield 
eve, Ohio Cleve. Ohio Elmira N. Y NJ 
79. 62 
13 
. 04 
1008 . 105 
. 197 
12. 81 
22.77 - 
1.01 
2. 85 . 
OR. 19% 25. 95 
23. 2297 22. 04 24. 72 
Cleve Cleve Elmira Plainfield 
1—30 Net Net Net 
o)-120 150 90-170 120-160 
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Bid No. 50-1395; opening date, Apr. 4, 1950, 9 a. m.; buyer, Genthe—Continued 


Dana Corp., United Auto 





TS & DRIVE SHAFTS 


Manhattan 
Lighting 


Equip., N. Y 
ie 


Wilkening 
Mfg. Co., 
Phila., Pa 


29 
ilt os 
Philly N.¥ 
1-20 NY 
Hiel Co Autocar Co. 
Milw, Wise. R = r 
i. 
bad | 
28. 13 
Milw Ardmore 
Net Net 
vO 120 


50, 12:45 p. m.; buyer, 


Manhattan Macomt 


Item No. | Toledo, Ohio I — as 
3 64. 50 
& 
12 
18 27.83 
19 23. 67 
a) +5% Tax 
F. 0. b Toledo x. c. 
Terms Net 2-20 
Del 70-120 | 60-120 
| Mott-Haven|; Diamond 
Item No, |. San 3s Tmtr, 
Bronx, | Chgo, lll 
N. Y. 
3 
» 
13 21 
14 > 59 
17 ‘ 2. 47 
18 25 48 
19 : 21. 95 
F.o.b Bronx | Chicago 
Terms one 2—20 Net 
Deliv 120 150 
Bid No. 51-231; opening date, Aug. 31, 19 
GW—JACKS PROP. SHAFT SUPPOR 
: oe ~ & Ward La Garwood 
Item No Rive > Rouse France Trk. | Ind. Wayne 
Mich. Elmira N. Y. Mich 
1 — 130-47. 00 
270-71. 00 107. 25 
2 6. 3 
3 
4 32. 00 &. 03 22 
§ 32. 00 8. 03 27 
6 24. 00 14 
7 4.21 10 
& 17.1 
F. o. t C. I oC. C_I 
Terms 14—20 NET NET 
Deliv immed, 90- | A.R 180 


180. 


Lighting Aut» Supp., 
Equip C: Mt. Clemens, 
. eae Mich. 
Alt. 155. 20 &2. 50 

Alt. .17 

Alt. 34. 87 

Alt. 41. 66 

Alt. 23. 60 

Alt. 6.999 
Alt. 77. 60 
Avon Lake, ( P 

Ohio 

NET NET 
150 A. R 


Brooklyn 


Mach. Co 
Brighton, 
Mass 

) SK 
Br ghton 
1-20 
120 
Northwestern 
Auto Pt 
Minn 
Minr 
21. 65 
62. 40 
Minn 
le— 2) 
1s0 
Scott 
Monarch 
Motor 
Equip., Det. 
Mich 
94. 00 
( P 
1, —20 
A.K 
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Bid No. 51-489 ; opening date, Oct. 17, 1950, 11 a. m.; buyer, Fe 


865-G150 PINTLE HOOKS 


Oakland 
Truck Sales, 

| Ine. River 
Rouge Mich 


Motive pts. 
of America 
Chicago Il. 


Item No, 


Rie . . ities 14. 90 
m3 21 
» 55. 00 

Terms 14—20 2—20 
F.O.B CO. P. Cc. P 
Del 90-A. R. 60- 180 


| GMC, AC, 
Spark Plug 


Triplex Corp. 


Item No. of America 








Bill Jahns 
Co. Santa 
Ana Calif. 


8.30 


2. ” 
P 


90 


Huron Metal 
Prod. Brook- 
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Waukesha 
Mtr. Co 

Waukesha 
Wise. 


Alt. 8. 10 
7 98 


Net 
= 
80-180 


Ohio Piston 
Co. Cleve. 


rris 


United Eng 

& Mach. Co 

San Leandro 
Calif. 


Allis Chalm- 
ers Milwau- 
kee Wisc. 


36. 67 


11, 22 


Gar-Wood 
Ind. Wayne 
Mich. 


36. 80 


Flint, Mich. | Pueblo Colo.| lyn NY Ohio 
1 ! Alt. 7.10 12. 00 
4 | 
5. 1, 026 “2 
6 . 805 | 
“= Alt. 707.00 | 
9 ’ ae ‘eer 
Terms... Net | 44—20 16—20 | Net | 
A» a ica Oo. P. | C, P. G. ?. C. P. | 
EE pvneusicéaiers —_ 90-120 A. R | 180 | 120 
I ! 
Bid No. 51-1097 ; opening date, Oct. 30, 1950, 9 a. m.; buyer, Wades 
WINCH, REAR R. H. ASSY. WORM, SWINGER ASSY. L. H. 
funiieatoee eames % RS eae 7 : PE SA Be La. —______—__— 
| Oakland J. 8. Motor | Wabash Trk Monarch Macomb | 
Item No. | Truck Sales) “truck | Pts. Chicago| ,Mtr- ay tl 
| Ine. River \Detroit Mich aT Equip. Mt. Clemens 
Rouge Mich. | — ‘| . | Detroit Mich. Mich. | 
‘.. 55. 00 74. 50 | 
: | 
4 | 
5 ! 
6 625. 00 435. 80 
7 - | 
8 88. 00 | 82. 90 | 121. 40 | 
« 
10 } 16. 94 
17. 44 | 
ll _ Dk ani 
12. 
13 | 10. 40 
14 ‘ 
15 | | 
16 j 
17_. ; ; 
18 | | 
19 | 
Terms | 16— 20 1—20 Net | 44—20 Net 
F.O.B | eZ ©. P. 2 C. P. C. P. | 
Del 50% immed. A. R. A. R. A.R A. R. 


Bal. 60 days 
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Bid No. 51-1206 ; opening date, Nov. 20, 1950, 3 p. m.; buyer, Melody 
2100 HERCULES PISTONS AND PINS 




















poakland | Ohio Pist nited Eng. | white Mfr 
Item No. * ck . iles, %o,. Cleve A M 1 L. Co. Cleve 
ne., River land, Ohio | 52" Leandro land. Ohio 
Rouge, Mich ae SPs Calif and, Un 
1 9.00 Alt. 7. Of Ait. 8.30 14.85 
) 9.00 Alt. 7.0 Alt. 8.30 14.85 
9.00 Alt. 7.00 Alt. 8.30 14.85 
4 00 Alt. 7.0 Alt. 8.30 14.85 
lerms 1 20 Net Net Net 
F.0.b C.P 6.4 C. 1 C.P 
Del 60 A. | A.R 120-180 
Diamond T F.M.7 Hercules I. S. P., 
Item No. Mtr. Co., Detroit, Mtr. Cx L. I. ¢ 
Chicago, Hl. Mich, Canton, O! N.Y 
1 14, 25 22. 71 14, 07 
2 14, 25 22.71 14, 07 
3 14, 25 22.7 14. 07 
4 | 14, 25 22. 71 14. 07 
5 17.98 | Minus 30% 
6 | Plus 5% 
Terms Net Net Net 2—20 
F. 0. b C.P Cc. P C.P oS. te 
Del #0 120-180 A. R. A.R 
Bid No. 51-1325 ; opening date, Nov. 22, 1950, 1: 30 a. m. ; buyer, Genthe 
25 FMT FRONT AXLE ASSEMBLIES F-2090 
> “is Amer. Brake |Brake Lining F.T. M 
Item No | River Rouge, | Shoe Co., De-| Supply Co., Detroit, 
| Mich. troit, Mich. | Boston, Mass. Mich, 
See a idenha i _ ‘ 
Dastcicedddwasmdlibbadbuadsbaene .| 25 only 13- Alt 7.00, 22 | Alt 5. 922, 18-1. 10 
800:00. | 22-6.322. 
2 NO ANC EL ET LEA E | 19-27. 50 
| 17. 00 
3 TSE Ie eer a a aeeP 20-17. 00 
ii . ad | 21-3. 00 
5 16—20 | Net lo — 20 22-13. 50 
6 let in, SE ae e ©. P. | 3 A C. P. 23-5. 75 
7 A. R. A.R A. R. 24-63. 50 
s a é ae _ | 25-2. 10 
1, 327. 00 
of) aie Sete ital Dieied } | 26-1, 327. 00 
13 ; per bho. Ne 
14 ‘i | SA 
1h ? 120-300 
Macomb 
I.H.C:, | Knorr May- | Auto Supply Std.Wire Co., 
Item No. | Detroit, jnard, Inc., De-|Co., Inc., Mt. Detroit, 
| Mich. | troit, Mich. | Clements, Mich. 
| | Mich. 
Boe Db dub odettectduinind 1-072 229. 516 25-1. 92 25-1. 75 
RR, EE AE a ee ee ae ee 1 ) a, 2 Sea SS — 
3 5 J 3-1. 74 | ote 
4 4-1. 78 | 1. 20 
5 5-. 982 Net 60-90 
ae a ee eee | 6-1. 47 | 2-30 Cc. P. Cleveland 
7 7-. 101 ©, P, A. R. | Rinae 
b 8-1. 57 A. R. 
9 _ = 
10 10-44. 10 | 
ll duds Soi Mbt Stnahin otk hotd oh hnumibadde 11-14. 37 
12 12-53. 01 
13 13-47. 38 
— ee Pe Oe ee 16-350. 66 
15 17-1. 85 
18 Net 
19 oC. 
2 45-225 Sa ee 
26 ‘ —* Alt 9. 143 1. 92 
26 25 only Alt 700 Alt 5. 922 
] 22 22-6. 322 
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Bid No. 51-2962 ; opening date, Apr. 17, 1951, 9 a. m.; buyer, Goldsmith 


160 L. H. WORM SWINGER ASSY 





Oakland Monarch Jay-Cee Pisto American 
Item No Truck Sales | Mtr. Equip.| Mfg.Co. | gi 0%, | Chain & 
ai Ine. River |Corp. Detroit Detroit ’ Deis Cable Co. 
| Rouge,Mich.| Mich. Mich. — Detroit 
1 j 8. 00 : 
2... 10. 90 5. 40 
3. . e 51. 90 
Tin 2. 60 62 5. 60 
—_ 89. 00 118. 00 86. 90 
y 7. O8 
10 36 
11 288. 64 ‘i 
13 6. 51 
Term I 20 16— 2) I 20 Net Net 
F. 0. b C. P. C.] C.P C. P. | Adrian, Mich 
Del 45-150 A.R A.R 90-180 45 
Gar-W ood Ward La Fidelity K.M.T 
Item No. Ind Wayne, | France Trk. | Trading Co Seattle 
Mich. Elmira, N. Y.| 8. F. Calif Wash 
1 5. 49 
2 8. 38 
3 11.81 
4 12 
5 .40 
6 1.33 1.49 
7 O8 
Rg 83. 39 
v 5.72 
10 13 18 
ll 189. 20 
12 5. 25 
13 6.70 5.55 
Term ms Net Net Net Net 
F. 0. b Detroit Cc.P ©: P Detroit 
Del___. ‘ 90-240 60-90 10-120 75 


Mr. Lanrarr. Just to satisfy my own personal interest, I believe you 
did say that you did sell about $1,700,000 worth of equipment. 

Mr. Kier. $1,700,000. We delivered approximately that much. 

Mr. Lanrarr. In other words, you received approximately that 
much from the Detroit Tank Arsenal? 

Mr. Kiran. Yes, sir; that is correct. 

Mr. Lantarr. Do you have any idea what your acquisition cost 
was on those items? 

Mr. Kier. That is pretty hard for one to go ahead and estimate 
for the simple reason that with the default that we have had on these 
previous contracts we still do not know where we are at on them yet, 
but I would say from an offhand standpoint that we tried to operate 
on the average of anywhereas between 12 and 14 percent net profit. 

Mr. Lantarr. You do not know what the actual acquisition costs 
of these parts was then? 

Mr. Kien. No; I could not, unless we'd specifically set down and 
go through and pick out one particular item, but even in that, sir, 
if we had bid on, say, the Government wanted 100 of a specific item 
and we only had 50 in stock, in order to procure the other 50 we would 
have to go out on the market to the manufacturer and probably pay 
three times as much for it than actually we were getting from the 
Government, but one would offset the other. 

Mr. Lantarr. Am I correct in my impression that you made no 
attempt to have the Department of Commerce issue their finding that 
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all surplus property available in Germany was in short supply and 
could be imported without bond 4 

Mr. Kier. No, sir; we had nothing—it was no concern of ours—I 
mean, we had no occasion for it. 

Mr. Lantarr. Your primary purpose was to import for the Detroit 
Tank Arsenal ¢ 

Mr. Kier. That is correct, sir. And for the few, in other words, 
the French Government. 

Mr. Lanrarr. The great bulk of your importing was done to sell 
to the Detroit Tank Arsenal? 

Mr. Kier. That is right. 

Mr. Lanrarr. What percentage would you say, roughly ¢ 

Mr. Kuer. Well, all we imported, sir, was as I said—our total 
imports at any time into the United States—our records will verify— 
has been under $100,000. 

Mr. Lanrarr. Well, how did you reach $1,600,000 in sales then ? 

Mr. Kier. Well, sir, for the simple reason that we do purchasing 
here in the United States and we purchase from the manufacturer 
also, and I could readily pick out one or two items that were pur- 
chased from the manufacturer that more than offset most of that. 

Mr. Lantarr. You did not purchase any of the Philippines surplus ¢ 

Mr. Kirin. No, sir; absolutely not. 

Mr. Lanrarr. Or the Italian surplus? 

Mr. Kier. Yes, sir. We purchased $10,000 worth from an 
Italian surplus dealer. 

Mr. Lanvrarr. I have no further questions. 

Mr. Bonner. Mr. Klein, the materials that were frozen in Ger- 
many—you have spoken of that. 

Mr. Kier. Yes. 

Mr. Bonner. How much did you pay for it? 

Mr. Kier. $150,000. 

Mr. Bonnek. You contracted to buy $150,000 worth of materials 
from the STEG agency ¢ 

Mr. Kier. No, sir. Anything that was purchased—I don’t have 
anything in Germany that was purchased from STEG. The only 
purchase I made from STEG was approximately $32,000 and that was 
imported better than a year ago, sir. 

Mr. Bonner. Who was this $150,000 purchased from ? 

Mr. Kixin. That was purchased from the American Auto Parts 
in Kansas City. They in turn purchased the transaction from the 
STEG. 

Mr. Bonner. Let me get this straight. This Kansas City outfit 
contracted to purchase in Germany / 

Mr. Kurr. That is correct. 

Mr. Bonner. And you purchased from them ? 

Mr. Kier. That is correct, sir. 

Mr. Bonner. $150,000 worth / 

Mr. Kuern. That is correct, sir. 

Mr. Bonner. That is the transaction in which you finally bought 
the entire interest ? 

Mr. Kier. That is correct, sir. First I bought 50 percent interest 
in it and then I wound up with the whole thing. 

Mr. Bonner. And it goes up to $150,000 ? 

Mr. Kuie1n. That is what I paid them for it ; that is correct. 
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Mr. Bonner. Do you have a claim filed over there? 

Mr. Kuen. No, sir; none whatever. 

Mr. Bonner. You have no claim filed? 

Mr. Kern. No, sir. That is what we hope to get straightened out 
some of these days. 

Mr. Bonner. What do you contemplate filing as a claim ? 

Mr. Kuern. Sir? 

Mr. Bonner. What do you contemplate filing as a claim ? 

Mr. Kixery. What do I contemplate filing ? 

Mr. Bonner. Yes, sir. 

Mr. Kierx. What amount, sir? 

Mr. Bonner. Yes, sir. 

Mr. Kuixr1n. That depends on after we sit down and figure out our 
cost that we have in it and the market value. 

Mr. Bonner. What are you basing it on? You say you purchased 
it from a concern in the United States and it had not been delivered 
to the United States at the time. All of these claims, for your infor- 
mation, are going to be referred to this committee. That is the reason 
I am asking you that. 

Mr. Kier. Well, sir; I would base it on the original acquisition 
cost. 

Mr. Bonner. I was just trying to get some information. The 
original acquisition was $150,000. 

Mr. Kier. No, sir. I am talking about the original acquisition 
cost of the merchandise, of the equipment, should I put it that way, 
what the Government paid for it in 1943, shall we put it that way? 

Mr. Bonner. Do vou mean to tell me that the claim is going to be 
based on what the United States Government paid for it in 1943? 

Mr. Kuern. In percentagewise, in other words, we base all of 
our 

Mr. Bonner. You are giving me a good deal of light and infor- 
mation. I am glad to hear what you contemplate. You contemplate 
quite a bit. 

Have you ever been associated in business deals with Mr. Dan or 
Mike Parrish, of Pittsburgh ? 

Mr. Kern. Not other than to sell them. He is a contractor in 
Pittsburgh. They own the Allegheny Asphalt Co. and we sold them 
quite a bit of Army trucks and equipment. 

Mr. Bonner. What is Mr. Roy S. Newman’s connection with 
Oakland ? 

Mr. Kiern. With who, sir? 

Mr. Bonner. Roy S. Newman. 

Mr. Kirry. Mr. Newman is—— 

Mr. Bonner. The Oakland Mack Co.? 

Mr. Kurrn. I do not know of any Oakland Mack Co. The Oak- 
land Truck Co. 

Mr. Bonner. “Truck” company ? 

Mr. Kier. He has no connection with us whatsoever. 

Mr. Bonner. Who is he? 

Mr. Kuen. He is a son-in-law of Mr. Newman or Mr. Parrish, the 
owner of the Allegheny Asphalt Co., and he is a member of their 
concern. 

Mr. Bonner. You say he never was associated with Oakland 
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Mr. Kur. No, sir; never had anything to do with it other than 
we sell the merchandise, the equipment. 

Mr. Bonner. Does he operate on a commission—was he operating 
on a commission basis in any way? 

Mr. Kier. On certain—in other words, what they would do at 
times, if he would find another contractor that wanted another piece 
of equipment and he would bring the customer up to our premises, it 
is customary in our line of business to pay a commission out on it, sir, 
that is correct. 

Mr. Bonner. Did you have any deals with the Mutual Parts Co. ? 

Mr. Kern. Mutual Parts? 

Mr. Bonner. Or Northwestern Parts? 

Mr. Kier. Yes, we do business with Northwestern Parts, that is 
right. 

Mr. Bonner. What kind of business ? 

Mr. Kiern. Purchasing surplus parts from them, just as in the 
same sense that they need something, they will call us and we will sell it 
to them. 

Mr. Bonner. Do they procure overseas for you ? 

Mr. Kuern. Absolutely not, sir. 

Mr. Bonner. As I understood, you have had nobody procuring 
overseas for you, have you? 

Mr. Kuern. Absolutely not. The two times—the purchases that 
were made over there I went over personally myself in August of 
1949, and in the past 6 or 8 months I had my own man over there. 
He went over there and bought these particular 34 trucks. 

Mr. Bonner. Mr. Green, will you stand up just 1 minute? 

Are there any relations between Northwestern Parts of Minneapo- 
lis and Northwestern Co. you had recondition your trucks in Long 
Beach ? 

Mr. Green. We did not have any reconditioned. 

Mr. Bonner. Great Western? 

Mr. Green. None whatsoever. 

Mr. Bonner. Any relation between them? 

Mr. Green. None whatsoever. 

Mr. Bonner. Now, Mr. Ellis of the General Accounting Office. 


FURTHER STATEMENT OF WILLIAM L. ELLIS, CHIEF OF 
INVESTIGATIONS, COMPTROLLER GENERAL'S OFFICE, GENERAL 
ACCOUNTING OFFICE 


Mr. Bonner. Do you have any information, Mr. Ellis, that you 
would like to give the subcommittee at this point ? 

Mr. Exuis. Yes. Two or three very brief points. 

My name is W. L. Ellis, chief of investigations in the Comptroller 
General’s office. 

In the first place, with respect to the tax question involving the 
Green Bros. in Chicago—I heard it mentioned that there was a Gen- 
eral Accounting Office audit of their books. My understanding is 
that that is not ‘literally true. Of course, we did have occasion to go 
into their books, but the law tells us it is for very special and limited 
purposes. It had nothing to do with taxes. We would have no right. 
to examine their books to see whether the taxes were paid. That i 
not our business. Of course, we did not do so. 
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Also our investigators did have quite an extensive conference with 
Mr. Green. He was very helpful, very: cooperative with us at the 
time we were getting this information in the first place, as he was 
here this morning. 

I want to make it very clear that we, of course, had no occasion or 
not even any right, to look into his books to see whether he paid any 
taxes. ‘That is not our line. 

Secondly, some question came up with respect to the condition of the 
trucks that came over from the Philippines. And I thought I should 
advise the committee of the information that my oflice in Seattle 
obtained yesterday as to the trucks that were sold to the Weyer- 
haeuser Lumber Co., the 17 trucks sold for $5,500 each. Our inves- 
tigators examined the trucks and had quite a conference with the 
leading officials of the Weyerhaeuser firm in the State of Washing- 
ton yesterday, and reported to me that the trucks, all of the trucks, 
which they received and most of the trucks they examined at Long 
Beach were in very fine condition. Some of course, were not as was 
mentioned this morning, but by far the great majority of them, most 
of them, were in very good condition, were as good as new, is the 
Way it was put to our people. Those that were examined by our people 
yesterday were in fine shape and doing a remarkable job. They are 
big trucks, these big 6 by 6 trucks. Also the mileage shown on the 
meters on those tricks ranged from 1,200 miles to 3,000 miles at the 
time they were bought by Weyerhaeuser. Of course, whether that 
was the exact mileage we have no way of knowing, but we do want 
to report that that is the situation with respect to them. 

When they were sold to Weyerhaeuser at $5,500 the purchasing agent. 
of the timber company found that similar trucks new would then cost 
him $17,000 apiece. 

Third, on the question of taxes, the question was raised a few min- 
utes ago, as I say this is quite out of our line, of course, we have no 
opinion about whether taxes are now due or not, but it is in our line 
to report to the committee upon whether this excise tax was paid to 
the Government at the time the goods were sold to the Government 
some years ago. That is very much in our line. And the situation on 
that briefly is this: In the first place, it is a tremendous question. 
I think we mentioned before that this material is in this country in 
mountainous quantities in many parts of the country and there have 
been many sales, of course. 

In the second place, the law was changed on that in that respect 
in 1944, before 1944 or before that change, during the year, I do not 
recall the exact date—before that change was made this tax could not 
be paid, that is, it could not lawfully have been paid because the 
statute which makes a manufacturer's excise tax due and payable at 
the time of the sale definite exempted sales to the United States. That 
exemption continued not merely for sales made actually before that, 
but for contracts which had been entered into before that, even though 
the deliveries may have stretched out a year or two beyond. So 
that the fact is that by and large as we understand it practically all 
of this material that is now in question was not tax-paid at the time 
it was originally sold tothe United States. 

I think you heard from Mr. Hoyt a few minutes ago that that is a 
most material factor since, of course, the general rule is we are in- 
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formed by Mr. Hoyt that the tax has got to be paid once, but not 
twice. It was not paid the first time. 

We also have the specific facts with respect to the group of Diamond 
T trucks which have been discussed. 

Those transactions have been traced back by us, back to their origin, 
by serial numbers, by reference to the origin: al contract. And we can 
say on those the tax was not paid. 

Those are the three points that I wanted to put over to the com- 
mittee. 

Mr. Bonner. Thank you, Mr. Ellis. 

[ want to thank the General Accounting Office and your entire staff, 
for the aid you have given this subcommittee has been most beneficial 
and we greatly appreciate it. 

If the tax is collected we hope it will be worth while, but will 
be worth while and beneficial to the Government / 

Mr. Ennis. There is no question of that. Obviously it will be worth 
while. There will not be any profit in trying to collect taxes where 
the cost of collection of a lot of little items is more than it is worth, 
but the offhand estimate given us is, that is those that have been 
made on this, have varied all the way from hundreds of thousands to 
several million dollars. It can only be an estimate. We do not have 
any way of knowing definitely what it will be. There is no question 
but what it is a very sizable amount. Of course, the dealers are all 
over the country, quite a number of the dealers around the country 
will be interested in examining the situation. 

Mr. Bonner. The subcommittee would like to state now that this is 
an avenue for the Internal Revenue to make an exploration and the 
committee is most anxious to see that all of the taxes that can be col- 
lected are collected. 

And bringing this to light puts the dealers on public notice that 
the Revenue Department will inquire into the taxability. 

Mr. Lantaff has some questions of you, Mr. Hoyt. 

Mr. Lantarr. A moment ago, you spoke of the taxability of these 
sales made by importers. Does it make any difference, or does it 
have any bearing on the taxability of the transaction insofar as any 
excise taxes are concerned, whether or not the sale is made by an im- 
porter to a private citizen or to the Government ¢ 

Mr. Horr. No, sir. It did prior. 

Mr. Lantarr. Since 19447 

Mr. Horr. Before that, but not at present. 

Mr. Lanrarr. Even if the sale is made to the Government ? 

Mr. Hoyt. Is still due to the Government; it is still taxable. 

Mr. Lantarr. That is my only question. 

Mr. Bonner. Thank you, Mr. Hoyt. 


STATEMENT OF PAUL H. GRIFFITH, PUBLIC RELATIONS 
COUNSELOR, WASHINGTON, D. C. 


Mr. Bonner. Now, Mr. Griffith. Of course, the subcommittee read 
with interest your public statement that you made as to the trans- 
action that we are looking into. I was interested in the statement 
you made. Now, since you made that statement, and since you have 
been in Germany yourself, I understand representing people who deal 
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in this surplus property, have you any statement to make that would 
enlighten this committee as to the subject we are now looking into? 

Mr. Greerrri:. No, Mr. C hairman, except that the statement I made 
when I returned to the United States—I found headlines in all of the 
local papers of my home community that a statement had been made 
by the chairman of this committee that I was the go-between, between 
the people who purchased surplus property and the people who sold 
it, and I immediately made a statement to the paper that I never 
ae a nickel’s worth of surplus property in my life. 

I did say that I tried one time when I was rele: ised from active duty 
to buy a desk and a typewriter. I was not successful. That was as 
a veteran. I was not successful in getting any preference, because of 
my service, but I was successful in capturing the headlines as the 
result of the investigation of this committee. Coming at a time when 
there were crime investigations on in the Senate, I am afraid, from 
my mail and from the telephone calls that I received, that most people 
believed I had committed a great crime. And I tried to make a state- 
ment to the papers to correct that, that I had been accused of nothing, 
that I had nothing to do with any deal of any kind, that I merely 
represented a c lient in tr ying to find out from the Government who we 
went to and what we did in order to try to get payment for materials 
that they had taken. 

Mr. Bonner. Well, now, you heard what I said here today? 

Mr. Grirritu. Yes, sir. 

Mr. Bonner. And I want to correct your mind about this matter, 
that I made no such statement about you whatsoever, and I am sure 
that the record will not show any such statement. This statement 
here says: 

Paul Griffith, former Assistant Secretary of Defense, says it is true he has 
been buying up United States military surplus material overseas for profitable 
resale in the United States, but asks, “Since when is it a crime to make a 
profit?” 

That is your statement? 

Mr. GrirrirH. No, sir, that is not my statement. 

Mr. Bonner. The Associated Press carries it. 

Mr. Grirritru. They carried a corrected statement the following day 

saying that that was in error. 

Mr. Bonner. This here is what I saw, and that is all I know. 

Mr. Grirriru. That is the thing that the general public, too, saw. 
There is the corrected statement by the Associated Press, with an 
apology to me from representatives who are probably here. Ask 
them, the Associated Press, whether or not there was any correction 
of that statement. 

Mr. Bonner. I do not blame you at all. I stated once that I under- 
stood that you were representing a client. I do not think I stated 
that on the record. And that you had a perfect right to do it. 

Mr. Grirrirn. Yes, sir. But your statement was—— 

Mr. Bonner. Where is my statement ? 

Mr. Grirrirn. Your statement was changed about like mine was 
perhaps. Does it not say right here, Mr. Chairman of the committee? 

The chairman asked me about my statement and I am trying to make 
it clear as to why the statement was made. 

Mr. Bonner. That does not seem to be under the headline of the 


Associated Press. 
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Mr. GrirrirH. No, sir, this one is not, but most of them are. 


Mr. Herbert C. Bonner, North Carolina Democrat, chairman of the House 
Expenditures Committee which is investigating the alleged speculation on surplus 
goods said Mr. Griffith would be called for questioning sometime after Easter. 


Mr. Bonner. That is true. 

Mr. Grirriru. “Mr. Griffith is expected to be back,” and so forth. 
Mr. Bonner. That is all true. 

Mr. GrirFirH. Tamhere. Iam here for questioning. 

Mr. Bonner. You said you wanted to come here. 

Mr. Grirriru. I said I would be glad tocome. You said you wanted 


me. 

Mr. Bonner. We will let anybody come in that wants to. We are 
having people trying to break in here to testify, in fact having trouble 
holding them off. 

Mr. Griffith, we did not mean any offense. I am very sorry if we 
were misquoted. We will put this in the record. 

Mr. Grirriru. I think it ought to go in the record. My character 
has been damaged. My business has, peers, been damaged, and I 
believe that I am entitled to that much redress. 

Mr. Bonner. We will place this in the record. 

(The letter from J. Frank Tragle under date of March 22, 1951, 
with attachments, marked “Exhibit 29,” follows: ) 

ExHIbit 29 
House OF REPRESENTATIVES, 
Press GALLery, 
March 22, 1951. 
Col. Paut H. GRIFFITH, 
Shoreham Building, Washington, D. C. 

Dear COLONEL GRIFFITH: I am enclosing a copy of my interview with you. 
Mr. Kovacie also is sending you a copy of the corrective story that was written 
to correct the misrepresentation that appeared in the rewrite of my original 
interview. 

You will note that the letters “CQ” appear after the word “defense” in the 
second paragraph of my original story. That is our code for “correct.” It was 
put in because some newspapers had referred to you as a former Assistant 
Secretary of the Army, and we wished to set them straight. 

I am very sorry this incident occurred. I am certain, from experience, that 
it was not intentional. On the other hand, I was pleased to learn through our 
telephone conversation that my story had not misrepresented you. In nearly 
20 years of newspaper work I have never willfully or knowingly misrepresented 
anyone’s views or statements. And I am certain that no employee of the Asso- 
ciated Press could willfully or knowingly misrepresent someone and remain in 
the employ of the Associated Press. 

Sincerely yours, 
J. FRANK TRAGLE. 


WaAsHINGTON, March 20 (AP).—Paul H. Griffith said today that the overseas 
purchase of surplus military trucks by Oakland Truck Sales Co. was “a perfectly 
legitimate” business proposition. 

Griffith, former national commander of the American Legion and one-time 
Assistant Secretary of Defense (CQ), was mentioned in a House investigation 
last week. 

The House Expenditures Subcommittee is investigating what happened to 
millions of dollars’ worth of Government surplus materials that were left over 
seas. The subcommittee made no charge against Griffith. 

The committee has said that private firms purchased quantities of the mate- 
rials for resale in the United States. It described the profits in these trans 
actions as being very high. In some instances, it said, the materials were sold 
to the Government. 

Chairman Bonner (Democrat, North Carolina), of the subcommittee identified 
one of the firms as Oakland Trucks Sales Co., of Pittsburgh. Griffith, the com 
mittee was told, was then in Gerinany representing the firm, 
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Griffith, who has just returned from Germany, said in an interview that 
some persons have gotten the impression that he did something wrong because 
his name was mentioned by the committee. 

“If I have done something wrong I don’t know what it is,” he said. 

He said he had asked the committee for a chance to be heard and that he will 
appear some time after Easter. 

Griffith said he has been Washington representative of Oakland Truck Sales 
Co. since the first of this year. He said the company is a reputable dealer in 
automobile and truck parts. Its overseas purchases of surplus trucks, he said, 
were in connection with the anticipated sale of parts in this country. 

The Army has placed a freeze on further importation of certain scarce equip- 
ment designated as surplus. Griffith said he went to Germany to arrange for 
the payment to Oakiand Truck Sales for some of the trucks which the Army 
purchased over there. 

Griffith said his company bought 1,200 surplus trucks from the American Auto 
Parts Co., of Kansas City, Mo., which had purchased them previously. 

“Of these, the Army took 27s,” he said, “and they were the best ones. 

“The Army bought them for the same reason we did—that was to get the parts.” 

Griffith said the amount his company seeks from the Army is “a very small 
percentage” of what the trucks would have cost new and an equally small per- 
centage of what his company would have got for them in the United States. 

He estimated his company would make more profit from the eventual sale over 
here of the remaining trucks than it has asked the Army for the 278 best ones 

Ile said he asked Army officials in Germany to negotiate for the purchase o1 
the trucks, but they refused. They asked him instead, he said, to send them 
a bill. He did that, he said, but the Army considered the price too high and so 
the company didn’t get paid. 

As a result, Griffith said, he probably will have to go back to Germany. 

At no time during his 2 weeks in Germany, he said, did the Army or anyone 
else indicate that the transaction was not a legitimate one. 

Griffith said it is costing the Government considerable money to buy back some 
material it thought it would never use again and therefore declared surplus, and 
udded : 

“But that’s because no one knew some vears back that the Korean War and 
the rearmament program were coming along, If the Government had known it, 
the material would not have been declared surplus in the first place. 

“It’s costing us money, too, to rebuild airfields and do all the other necessary 
things to rebuild our defenses.” 

Griflith said his company planned to make some profit in returning the surplus 
trucks to this country and selling the parts. 

“But since when,” he asked, “is it a crime in a free-enterprise country for a 
company to make a profit?’ 

He said he felt it would have been “much more the American way of doing 
things” for the committee to have called him or another company representative 
for an explanation before mentioning his or the company’s name. 

“As it is,” he said, “some persons might draw the inference that we did some- 
thing criminal.” 

He added that he was sure the committee would give him “a fair opportunity 
to be heard.” 

Mr. Grirrirn. | wanted to make myself clear. 

Mr. Bonner. Does it say anything about the gentleman up in New 
York? 

Mr. Grirriru. I do not know Mr. Poletti, and I think Mr. Poletti 
can fight his own battles. I will just look out for Griflith. 

Mr. Bonner. Thank you. We are willing to make any proper 
amends necessary. 

Do you have any statement to make? 

Mr. Grirriru. | have no statement to make. 

Mr. Bonner. For the information of the subcommittee as to the 
over-all picture of this business that we are looking into? 

Mr. Grirrirn. No, sir. I have not had enough experience. 

Mr. Bonner. Do you have any comment on the matter in which we 
are conducting the hearing, the manner of it? 
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Mr. Grirrirn. No, sir; I would say that I have no comment. I have 
not been into the surplus business enough to know anything about it 
except that material was offered by our Government for sale, and peo- 
ple bought it in good faith, took a chance on the investment, risk capi- 
tal, certainly, in Germany where there was some possibility of war, 
and I believe that the subcommittee is certainly right in seeing to 
it that the things that happened in the disposal of it after the last 
war would not happen again, since Korea proved that it was perhaps 
not a wise thing to dispose of material as it was disposed of, in such 
a hurry, 1 mean. I say my only experience was to try to buy a desk, 
and I was unsuccessful in that attempt. 

Mr. Bonner. You heard Mr. Lantaff read the law with respect to 
surplus property ¢ 

Mr. Grirriru. Yes, sir. 

Mr. Bonner. So, therefore, it was interesting to this subcommittee 
why this property was being brought into this country in such vast 
quantities in the face of the statute. 

Mr. GrirritrH. That is right. 

Mr. Bonner. And being sold back to the Army. 

I will say that this committee has been working since last year, 
Mr. Griffith, early last year, before Korea, trying to get the Army 
to reacquire available surplus property that was usable to the national 
defense. 

Mr. Grirriru. That is right. 

Mr. Bonner. We were successful to an extent in getting them to 
take property away from educational institutions that had been given 
to them or was sold and was stored in warehouses, and it was like 
pulling eye teeth to get the various agencies of the national defense 
to screen the property and go out and try to get it. And then they 
put on a freeze here in America, a total freeze of depots, educational 
institutions, warehouses, and so forth, last August, but they did not 
screen over-all requirements, and they did not properly screen in Eu- 
rope, because these sales and transactions have been going on since we 
brought this matter to the attention to the Secretary of National De- 
fense and the Secretary of the Army and others as to this property, 
not only in America, but everywhere. 

Mr. Grtrriru. I think that is right. 

Mr. Bonner. And it has been most interesting to us and the public. 

Mr. Grirriri. I am sure it is. 

Mr. Bonner. And the surplus-property stores are chock-a-block 
with this. 

I ask your opinion, what do you think about the effort of the com- 
mittee in trying to do this? 

Mr. Grirriru. I think the efforts are certainly justified. It is bad, 
of course, that some of the material that you have mentioned—for 
instance, clothing and food and materials of that kind—have already 
been disposed of and are no longer available to get back, but I agree 
with the idea that the committee has a perfect right—not only a 
right, but a duty—to try to correct, if possible, the procedure which 
was followed in disposing of certain surplus property of all types. 
And I am heartily in accord with the job that the committee is trying 
to do. : 

I did take exception, as I have tried to express, to the reference to 
me, because it was not a true statement. 
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Mr. Bonner. The subcommittee regrets that, and IJ personally regret 
it. But only by looking into the past can we tell anything about the 
future. 

Mr. Grirrrru. That is right. 

Mr. Bonner. I thank you, gentlemen, very much for coming up 
here. 

Mr. Prrrman. May I make one statement ? 

After 6 hours of listening to testimony before your subcommittee, 
I would like to go on record as saying that you are performing a beau- 
tiful duty. As I express it, my client is most anxious to give you any 
information that he can. 

I want to congratulate the subcommittee for the intelligent manner 
in which they are conducting the hearing and the fair treatment that 
they are giving those who appear before it. 

Mr. Bonner. Thank you very much. 

Mr. Lantarr. Mr. Griffith, as former Assistant Secretary of De- 
fense, I would like to ask you one question. Would it not be advisable 
to set up an interdepartmental committee of, say, Commerce, Defense, 
and the Atomic Energy Commission, to do some interdepartmenta! 
screening so that they would all know what surplus items were avail- 
able throughout the world and where they could screen their needs. 
We would not have then an individual procurement effort ? 

Mr. Grirrirn. I think that would be possible. You perhaps know, 
or at least the members of the Small Business Committee know, that 
I started, while I was Assistant Secretary of Defense and head of 
Small Business,, a plan which the Department of Commerce, the Gen- 
eral Services, and all of the services in the Department of Defense 
did send out under one heading invitations to bid on materials that 
were going to be emer That was the first step in exactly what 
you are talking about. That was the first step in letting the needs 
of the Government be known. Such a plan, of course, could be set up 
in order to survey and find out what was available for the Government, 
particularly in the matter of surplus property. That should be a 
very easy matter to do? 

I heard the chairman mention that he had been interested in the 
cataloging program. That was another thing we were very active in in 
the Department of Defense. With a single cataloging program it 
will be much easier. 

Mr. Lantarr. The only thought we have on such a plan is to 
screen surplus property for over-all needs, rather than EUCOM 
screening for EUCOM and somebody screening for some other theater, 
and the Detroit Tank Arsenal operating independently from every- 
body else. The only comment we have had is that such a procedure 
was either not necessary or not workable, as I recall. 

Can you think of any reason why such an interdepartmental com- 
mittee would be objectionable ? 

Mr. Grirriru. I cannot. I think it would be very advisable. 

Mr. Lantarr. Thank you. 

Mr. Levinson. On behalf of my client and myself, I want to thank 
you for the courtesy that you have extended to all of us here. I have 
been impressed with the kind and courteous manner in which the 
proceedings have been conducted here. 

I also want to concur in the statements made by the previous gen- 
tlemen. I believe that you are rendering a necessary and a true service 








Beene oesOnteeis B eS 


DISPOSITION OF WAR SURPLUS PROPERTY 283 


to the Government. And the mistakes which may have been made are 
mistakes of judgment, mistakes that have been made can now be 
corrected possibly in the light of the experience that has been brought 
out at these hearings. 

I want to concur in the statements previously made here, and thank 
the subcommittee. 

Mr. Bonner. I thank you very much on behalf of the subeommittee. 

The subcommittee will stand adjourned until tomorrow at 1:30 
o’clock. 

ac cong jee at 4:45 p. m., a recess was taken until 1:30 p. m., 
Thursday, April 5, 1951.) 
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THURSDAY, APRIL 12, 1951 


House or RepresENTATIVES, 
SUBCOMMITTEE OF INTERGOVERN MENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DEPARTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment and subsequent 
postponement, at 10:05 a. m., in room 1501, New House Office Build- 
ing, Hon. Herbert C. Bonner (chairman of the subcommittee) pre- 
siding. 

Present: Representatives Bonner, Donohue, Shelley, Fine, Lantaff, 
Harden, Brownson, and Curtis. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

This is a continuation of the hearings with respect to surplus prop- 

erty. 
At the outset I should like to state for the benefit of the press and 
the public that in calling these witnesses from the surplus-property 
trade there is no implication to be drawn that they have in any way en- 
gaged in illegal activities. Their appearance here is with a view to 
contributing to the deliberations of our subcommittee in order that 
remedial legislation will be forthcoming to prevent a reoccurrence of 
certain circumstances in Government handling of war-generated 
surplus, 

I should like to take this opportunity also to commend the ECA au- 
thorities for their cautious approach to the public works project in 
the Philippines. In view of what the subcommittee has learned, it 
would appear that their stand is well merited. 

This reference is made to an article appearing in the Sunday Star 
of April 8, entitled “ECA Officials Skeptical of Some Pet Projects of 
Filipino Politicians.” 

Instead of reading the article, I will ask that the article be inserted 
in the record at this point. 

(The article entitled “ECA Officials Skeptical of Some Pet Projects 
of Filipino Politicians,” marked “Exhibit 30,” follows: ) 


ExuHrsitT 30 
{From the Washington Star, April 8, 1951] 
ECA OFFICIALS SKEPTICAL OF SOME PET PROJECTS OF FILIPINO POLITICIANS 


Mania, April 7 (AP).—The Economic Cooperation Administration is getting 
ready to spend $1 million on public works in the Philippines. There appears to 
be a difference in opinion on how the money should be distributed. 
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American ECA officials say the money must be used to benefit the mass of 
Filipino people. Some Filipino political leaders would like to use it to further 
their own pet projects. 

President Elpidio Quirino has his own list. An ECA spokesman said final 
approval has not been given any project yet, although various studies have been 


made. 
One of Mr. Quirino’s proposals coneerns a hydroelectric plant at the Maria 


Cristina Falls on Mindanao Island. ECA sources said they were not convinced 
that it would be economically practical. 

Mr. Quirino also has asked for slum clearance in Baguio. This caused some 
raising of eyebrows in Manila. Although hit hard during the war, Baguio is 
one of the most prosperous regions of the islands. In addition to being a gold 
mining center, it is unofficial summer capital of the Philippines, frequented by 
free-spending foreigners, wealthy Filipinos, and high officials. 

Next week the ECA, through Ambassador Myron M. Cowen, will submit to Mr. 
Quirino a written agreement which gives the American administrators full con- 
trol of the dollar funds, as well as the counterpart pesos to be put up by the 
Philippine Government. 

Until the agreement is signed, no money will be spent. 

Mr. Bonner. Mr. Rappaport, this subcommittee appreciates your 
cooperation. Have you been sworn, sir? 

Mr. Rappaport. No. 

Mr. Bonner. Do you solemnly swear that in the evidence you are 
about to give in the matters now pending before this subcommittee you 
will tell the truth, the whole truth, and nothing but the truth ? 

Mr. Rappaport. Yes, I do. 


TESTIMONY OF MAX RAPPAPORT, NORTHWESTERN AUTO PARTS 
CO., MINNEAPOLIS, MINN. 


Mr. Bonner. This subcommittee has been concerned with pur- 
chases and importations of war generated surplus property abroad. 
I assume that you have read some of the newspaper publicity ? 

Mr. Rappaport. Yes, I have. 

Mr. Bonner. Will you give your full name? 

Mr. Rarparorr. Max Rappaport, with the Northwestern Auto Parts 
Co., Minneapolis, Minn. 

Mr. Bonner. What is your connection with Northwestern Auto 
Parts Co.? 

Mr. Rarpaporr. Part owner. 

Mr. Bonner. How much ? 

Mr. Rappaport. One- third. 

Mr. Bonner. Who are the other owners? 

Mr. Rarrarorr. My brother, James, my father, Edward. 

Mr. Bonner. James Rappaport and Mr. Edward Rappaport ? 

Mr. Rapparorr. That is right. 

Mr. Bonner. And their addresses ? 

Mr. Rapparorr. Home address? 

Mr. Bonner. Yes, sir. 

Mr. Rarraprorr. They live in Minneapolis. James Rappaport is 
Twenty-seventh and Huntington. Edward Rappaport, Twenty-sixth 
and Kipling. 

Mr. Bonner. Are you connected with or do you have stock or any 
other beneficial interest in any corporation, partnerships or other 
enterprises dealing in World War II surplus property ? 

Mr. Rappaport. No, sir. 
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Mr. Bonner. When did you begin dealing in World War II sur- 
pluses ¢ 

Mr. Rappaport. I believe that would date back to—I am not sure 
of this, but before the war was over—I do not know if you would 
call them surpluses, but accumulations of materials at these various 
salvage depots, and so forth. 

Mr. Bonner. When was your business organized ¢ . 

Mr. Rappaport. In 1918. I would like to add at this point that our 
business is not the war surplus alone. We have always specialized in 
surpluses of various automotive inventories. ball 

Mr. Bonner. Did you personally conduct any negotiations in Ger- 
many and in any other foreign countries concerning purchases of 
surplus military vehicles or parts? 

Mr. Rappaport. Yes; I did. 

Mr. Bonner. When did these negotiations take place? 

Mr. Rappaport. During 1950, in May of 1950, and several trans- 
actions subsequent to that. 

Mr. Bonner. Not before May 1950? 

Mr. Rarparorr. No. 

Mr. Bonner. Do you know the date of the last acquisition of surplus 
property in Europe? 

Mr. Rarrarorr. No. We currently are getting materials purchased 
there. Oh, we have been buying from different concerns in Europe. 

Mr. Bonner. Were all of your transactions carried out under the 
name of the Northwestern Auto Parts? 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. Did you handle the last negotiation or transaction or 
purchase—you, yourself ? 

Mr. Rappaport. No; I didn’t myself. I assisted in directing that. 

Mr. Bonner. Who handled it for you? 

Mr. Rarrarorr. My brother Fred. 

Mr. Bonner. He was in Europe and did the purchasing? 

Mr. Rappaport. That is right. 

Mr. Bonner. He operates as a member of the firm or on a com- 
mission ¢ 

Mr. Rappaport. Well, he is considered a member of the firm. He 
is part of the family and it is a closed business. 

Mr. Bonner. Has your business acquired surplus United States 
vehicles, vehicle parts from the United States military government 
from Germany or the Foreign Excess Property Commission in Ger- 
many ¢ 

Mr. Rappaport. I am not sure I understand that question correctly. 
The materials of that type that we purchased were not purchased 
from any United States agent. 

Mr. Bonner. Who were they purchased from ? 

Mr. Rapparorr. Well, in Germany we purchased parts from the 
British Ministry, several small concerns. One concern called Trucks 


& Spares that had purchased the largest part of the German surplus. 
Mr. Bonner. And you say you have purchased property from 
STEG? 
Mr. Rappaport. Well, not from STEG directly. We purchased 
property that apparently STEG was tied into it. Those purchases 
were made from—— 
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Mr. Bonner. I understand you purchased from Trucks & Spares? 

Mr. Rappaport. That is right. 

Mr. Bonner. Were the payments made entirely to Trucks & Spares, 
or part to STEG and part to Trucks & Spares? 

r. Rappaport. I am quite sure it was part to each in at least one 
transaction. 

«Mr. Bonner. Let me get that clear. 

Mr. Rappaport. On at least one transaction, I am quite sure we paid 
part to STEG and part to Trucks & Spares. That is why I knew 
of the tie-in. 

Mr. Bonner. Do you remember approximately the date of the 
transactions that were divided between Trucks & Spares and STEG ?/ 

Mr. Rappaport. I believe there was the transaction—I am thinking 
of—that took place in September of 1950. I was not there myself. 

Mr. Bonner. Do you remember whet the purchase was? 

Mr. Raprarorr. Yes; that particular purchase, as I remember it 
now, the one I am thinking of, was for half-tracks which we never com- 
pleted the transaction. We had made out the checks to all parties 
concerned. And at that time there were some tie-ups of the materials 
made by the United States Government. And as long as we could 
not get a clear title, we abandoned the deal and stopped our payment. 

Mr. Bonner. So you never received the material ? 

Mr. Rappaport. Not on that particular one. 

Mr. Bonner. What was the condition of the material, do you know ? 

Mr. Rappaport. Well, it was, in my estimation, strictly down to 
a level where there was only a value of salvage and whatever spare 
parts on them were not completely ruined and the rest were scrap. 

Mr. Bonner. What did you intend doing with them, Mr. Rappa- 
port ¢ 

Mr. Rappaport. Cutting them up and taking out the usable and 
potentially salable parts for rebuilding, and the balance would go for 
scrap. 

Mr. Bonner. Did you conduct any transactions with Trucks & 
Spares personally yourself ? 

Mr. Raprarort. Yes; I did. I don’t believe I completed that par- 
ticular one. We negotiated for parts when I was there in May of 
1950, and 2 or 3 months later when we saw the materials were not 
forthcoming, my brother went back there and he completed that same 
transaction that we started on. 

Mr. Bonner. And you received the merchandise? 

Mr. Rappaport. We received the materials. 

Mr. Bonner. Was it at Frankfurt or Stuttgart ? 

Mr. Rappaport. Well, the parts themselves were located, I think, 
at Kitzingen, the ones that I looked at. 
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Mr. Bonner. With whom did you negotiate the transaction ? 

Mr. Rarrarort. There were two people representing Mr. Dawson. 
I met Mr. Dawson. He told me I'd be talking to—there were two 
assistants, I believe they were—I don’t remember the name of one at 
all. The other was George Mitchell. 

Mr. Bonner. That took place in Mr. Dawson’s office ? 

Mr. Rappaport. No. It was —originally, when I met Mr. Dawson, 
he was staying at the same hotel where we had gone to in Paris. And 
then later when I met with the other two people, we met several times 
in different locations, and I believe our deal was finally written up at 
their office in Frankfurt. 

Mr. Bonner. Do you have canceled checks or evidence of payment 
to Trucks & Spares or George Dawson for your surplus property ac- 
quired ; do you have these documents with you ¢ 

Mr. Rappaport. I do not know if I have them with me. I brought 
some files along. I was not sure what you wanted. 

Mr. Bonner. I mean, do you have canceled checks and invoices ? 

Mr. Rappaport. I have them available. 

Mr. Bonner. Or paid invoices? 

Mr. Rappaport. I have them available. I will have to check and 
see if I brought them with me. 

Mr. Bonner. Will you get them out, sir? 

Mr. Rappaport. Yes; certainly. 

Mr. Bonner. Do you have anybody to assist you in getting your 
documents up that we asked for? 

Mr. Rappaport. I am afraid not. I phoned here to find out just 
what was required of me in the file, and I was unable to determine. 

Mr. Bonner. After the hearing is over I am going to let the at- 
torneys for the subcommittee go over this with you and submit it at 
this point in the record. 


290 DISPOSITION OF WAR SURPLUS PROPERTY 





(The information requested marked “Exhibit 31,” follows: ) 
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ExHisit 31.—/nvoices and canceled checks 
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Mr. Bonner. Do you know what the total amount of your purchases 
were ¢ 

Mr. Rappaport. From Trucks & Spares? 

Mr. Bonner. Have been, Trucks & Spares, and Dawson, and others 
in Europe—keep that right on the table—do you know what the total 
amount has been ? 

Mr. Rapraport. This is only part of it. 

Mr. Bonner. Approximately ¢ 

Mr. Rappaport. I'd say in excess of $200,000, 

Mr. Bonner. In excess of $200,000 ¢ 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. Do you know what connection Mr. Dawson, George 
Dawson, had with Trucks & Spares ¢ 

Mr. Rappaport. Well, I gathered he was the main owner. 

Mr. Bonner. Do you know who the other officers or stockholders 
were ? 

Mr. Rappaport. Well, the man I dealt with most was George 
Mitchell. I don’t know what his—what part he represented. 

Mr. Bonner. How did he represent himself in the transaction ? 

Mr. Rappaport. Well, Mr. Dawson told me that Mitchell was fully 
authorized to complete any deals, and Mitchell apparently represented 
himself the same way. 

Mr. Bonner. Do you know what connection or connections Leu & 
Co. Bank., Ltd., has with Trucks & Spares ¢ 


&82897T—51 pt. 1 2) 
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Mr. Rappaport. I don’t know of any, although on my brother’s trip 
during midyear some checks were made out to this Leu Co. So there 
must be some tie-in. Just what it is, I don’t know. 

Mr. Bonner. Has your business acquired United States built mili- 
tary vehicles or vehicle parts from the British Ministry of Supply? 

Mr. Rappaport. Yes; I believe some of them were United States 
built. 

Mr. Bonner. Did you personally negotiate these transactions ? 

Mr. Rappaport. With the British Ministry ? 

Mr. Bonner. Yes, sir. 

Mr. Rappaport. The first one I did when I was over there, and the 
others were either bid on without our looking at them, just by the 
description of lots, and the rest was handled by mail. There was 
no—— 

Mr. Bonner. Do you have a copy of the advertisement, the 
pamphlet 

Mr. Rappaport. The bid tenders? 

Mr. Bonner. Showing the lots and what the lots contained ? 

Mr. Rappaport. Not with me. 

Mr. Bonner. You can submit it for the record ? 

Mr. Rappaport. I have them. I can. 

Mr. Bonner. If you will do so, I will appreciate it, and the attorneys 
can look at them. 

(The information referred to, marked “Exhibit 32,” follows :) 





Exuistr 32 


DIRECTORATE OF SALES— MINISTRY OF SUPPLY 
(Mehlenhof, Bunchardstr. 17) 
c/o Commissioner’s Office 
HANSESTADT HAMBURG, B. A. O. R. 3 


Telephone: Hamburg 33 47 25 
Telegrams: “Dirosales Hamburg’ 


SCHEDULE No. GER/232 


NOTICES AND SPECIAL CONDITIONS FOR SALE OF SURPLUS M. T. SPARES AND 
GENERATING SETS 


Available for sale at 
No. 400 Depot, Diineberg near Hamburg, and 
No. 402 Depot, Billstedt, Hamburg 


1. The Sales Directorate has available for disposal the surpluses detailed on 
the attached Schedule. 

2. Full facilities exist for inspection of the goods at the Depots during recog- 
nized business hours, that is between 8 a. m. and 12 noon and 1 p. m. to 4:30 
p. m. Mondays to Fridays and between 8 a. m. and noon on Saturdays. Visitors 
will be responsible for their own traveling and accommodation expenses in 
Germany. 

3. Buyers should take note that Officers in charge of Disposals Depots and 
Parks are not authorised to deal direct with buyers except on purely local mat- 
ters. The Disposals Depots and Parks act only on instructions from Head- 
quarters. Buyers should contact the Sales Directorate on all questions relating 
to conditions of sale, payments, abandonment of stores, etc., and the Disposals 
Group on all questions concerning delivery arrangements. Permits to visit the 
Depots are attached to this Schedule. 

4. Tenders must be submitted on the Tender Forms enclosed, and must be 
received in the Directorate of Saies, Hamburg, by 2:30 p. m. on Wednesday, 
7 March 1951. 
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Results of tenders will be notified by post as soon as possible and it should be 
noted that results will not be given by telephone. 
5. Offers to purchase: Whilst other currencies are not debarred, hard cur- 
rencies are preferred. 
6. The sale will be subject to the conditions of Form “‘A” dated 1st January 
1951, a copy of which is enclosed, and to the undermentioned special conditions: 
(a) The descriptions, quantities, and/or weights shown in the Schedule are 
only intended to afford some initial guidance to tenderers in determining their 


interest in the goods offered. 


They will not impart into any resultant contract 


any warranty that the goods are in fact as described and tenderers are, there- 
fore, responsible for satisfying themselves by inspecting the goods. It is em- 
phasised that the sale will be by lot. 
(b) Import licences: It is understood that Import Licences will not normally 
be issued for the importation of M. T. Spares to the United Kingdom. 
(c) Any sale will be subject to the condition that the M. T. Spares will not 


be reimported into the United Kingdom. 


Tenderers are required to give an 


undertaking to this effect on Page 2 of the Offer to Purchase Form attached to 
this Schedule. 

(d) In view of the Depots’ proximity to Hamburg Docks, movement of the 
goods by the Authority will be made to those Docks unless specially agreed 


otherwise before the contract is signed. 


The Authority's responsibility for the 


stores however, will cease from the time the goods commence to be loaded at 


the Depot. 


(See paragraph 5 of Form “A”’.) 


(e) All goods must be exported out of Germany. 
(f) The penalties for failure to pay for and remove the goods within the 


time specified in the contract are set out in Form “A.” 


Particular attention is 


drawn to the department’s right to recover storage and warehousing costs in 
the event of removal not being effected in the specified period. 


Schedule of surplus M. T. spares and generating sets available for sale at 


Lot No 


375/400 


376/400 


377/400 


582/400 


642/400 


650/400 


723/400 


728/400 


841/400 


842/400 


No. 400, Diineberg, Hamburg 


Description 


Ford engines 
(Location— Romney hut 3 
Estimated weight is 744 tons 
Ford engines 
(Location—Romney hut 3 
Estimated weight is 744 tons 
Ford engines 
(Location—Romney hut 3 
Estimated weight is 744 tons 
Ford hub front 
(Location—shed 4/5 
Estimated weight is 3 tons 
Ford spares 
Seat rear spring assembly 
Shackle front spring right rear 
Bracket front spring front 
Support front axle drg. pinion 
Housing front axle tractor joint 
Tube spindle connection rod 
(Location—shed 629 
Estimated weight is 234 tons. 
Ford spares: 
Retainer main shaft bearing 
Housing, gear change assembly 
Cable auxiliary gear box 
Support auxiliary gear box lever assembly 
(Location—shed 629.) 
Estimated weight is 1% tons. 
Ford camshaft oil drive 
location—shed 192 (8).) 
Estimated weight is 14 tons. 
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(Location—siding 1.) 

Estimated weight is 11% tons. 
Cenerating sets, 4 kilowatts, 110 volt, Petters 
Generating set, 4 kilowatts, 110 volts, Lagonda 

Maintenance spares 

(Location—shed 115/6.) 

Estimated weight is 111% tons 
Generating sets, 4 kilowatts, 110 volts, Petters 

Maintenance spares 

(Location—shed 115/7 

Estimated weight is 91% tons. 


Estimated quantity 


Do. 


Do. 


133 in 133 cases. 


164 in 21 cases 
23 in 15 cases. 


358 in 20 cases. 


| 2 in 2 cases. 


11 in 3 cases. 
7 in 1 case. 


270 in 13 cases. 
44 in 21 cases and 4 uncased. 
629 in 9 cases. 
221 in 8 cases and 5 uncased. 


245 in 49 cases. 
43 uncased. 


22 uncased, 
1 uncased. 
9 boxes. 


19 uncased. 
2 boxes 
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110 volts, Petters 


So, 1] Ltd., Deptford type 
revolutions per minute, 
Diesel engine (with fuel 


No. 
Lot No. Description 
853/400 Generating sets, 4 kilowatts, 110 volts, Lagonda 
| Austin 4-cylinder engine 
| Maintenance spares Sates 
| (Location—shed 115/23.) 
| Estimated weight is 15 tons. 
854/400 | Generating sets, 4 kilowatts, 
| Maintenance spares 
} (Location—shed 115/23.) 
| Estimated weight is 9 tons. 
887/400 | Diesel generating sets 
} Tonum generator by J. Stone & Co. 
XR 100 V, 24 kilowatts, 1050 
| driven by Gardner 4-cylinder 
| pumps and injectors present). 
| (Location—near shed 1.) 
| Estimated weight is 4 tons. 
943/400 | Bedford crankshafts (reground) 
| (Location—shed 271.) 
| Estimated weight is 134 tons. 
944/400 | Bedford crankshafts (reground) 
(Location—shed 271.) 
| Estimated weight is 134 tons. 
945/400 | Bedford crankshafts (reground) 
| (Lovation—shed 271.) 
} Estimated weight is 1% tons. 
946/400 | Bedford crankshafts (reground) 
| (Location—shed 271.) 
| Estimated weight is 134 tons. 
047/400 | Bedford crankshafts (reground) 
| Location—shed 271.) 
| Estimated weight is 134 tons. 
948/400 | Bedford crankshafts (reground) 
| (Location—shed 271.) 
Estim ited weight is 134 tons. 
949/400 | Bedford crankshafts (reground) 
(Location—shed 271.) 
Estimated weight is 134 tons. 
950/400 | Bedford crankshafts (reground) 
( Len ation—shed 271.) 
Estimated weight is 134 tons. 
951/400 | Bedford crankshafts (reground) 
socation—shed 271 
Estimated weight is 134 tons. 
952/400 | Bedford crankshafts (reground) 
(Location—shed 271 
Estimated weight is 134 tons. 
953/400 | Bedford crankshafts (reground) 
ocation—shed 271 
Estimated weight is 134 tons. 
954/400 | Bedford crankshafts (reground 
(Location—shed 271 
Estimated weight is 134 tons. 
955/400 Bedford crankshafts(reground) 
Location—shed 271 
Estimated weight is 134 tons 
956/400 | Bedford crankshafts (reground 
(Location—shed 27! 
Estimated weight is 2 tons 
957/400 | Bedford erankshafts (reground) 
acation—shed 271 
Estimated weight is 154 tons. 
58/400 | Bedford crankshafts (reground) 
Location—shed 271.) 
Estimated weight is 134 tons. 
959/400 | Bedford crankshafts (re prune i) 
(Location—shed 271. 
Estimated weight is 134 tons. 
960/400 | Bedford crankshafts (reground 
(Location— shed 271 
Estimated weight is 134 tons 
961/400 | Bedford crankshafts (reground) 
oo shed 271 
Estimated weight is 134 tons. 
962/400 Bedford crankshafts (reground 
Location—shed 271.) 
Estimate? weight is 144 tons. 
963/400 | Bedford crankshafts (reground) 
(Location ——shed 271 
Estimated weight is 134 tons 
964/400 | Bedford cranks!iafts (reground) 


shed 271.) 
is 1! 


acation 


Estimated weight 6 tons. 


spares and generating sets available for sale 
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Estimated quantity 


29 uncased, 
1 uncased. 


| 12 boxes. 


18 uncased. 


| 1 box. 


50 uncased. 


Do. 


Do 


Do 


Do. 


Do 


Do. 


Do. 


Do, 


Do. 


Do. 


20 uncased 


30 in cases and 


50 uncased 


Do 


Do 


Do 


Do 


Do 


Do 


44 uncased. 
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Schedule of surplus M. T. 


tno. | 


Lot No. 


965/400 | 


968, 1400 | 


969/400 


970/400 


971/400 | 


976/400 


977/400 


978/400 


983/400 


1028/400 


1066/400 


| 


| Commer crankshafts (reground) _- 


| 
| 
| 





—_f}—___|— 


1072/400 | 


1073/400 


1074/400 


1075/400 


1076/400 


1077/400 


1078/400 


1079/400 


1080/400 


1081/400 


1082/400 


1094/400 


1102/400 
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Description 





Dodge crankshafts (resround = 
(Location—shed 2 
Estimated weight - 1% tons. 

Commer crankshafts (reground) 

(Location—shed 271.) 

Estimated weight is 2 tons. 

(Location—shed 271.) 
Estimated weight is 2 tons. 

Commer crankshafts (re —- 
(Location—shed 271 
Estimated weight is 2 A tons. 

Commer crankshafts (reground) 
(Location—shed 271.) 
Estimated weight is 2 tons 

| Chey rolet crankshafts (re ground) 
(Location—shed 271.) 
Estimated we ight is 13%{ tons. 

Chevrolet crankshafts (reground) 
(Location—shed 271.) 
Estimated weight is 134 tons. 

Chevrolet crankshafts (reground) 
(Location—shed 271.) 
Estimated weight is 14 tons. 

Ford armature assemblies and starter drives: 

Armature assembly sd ; 

Starter drive... % ; 
(Location—shed 192.) 
Estimated weight is % ton. 

Bedford spares: 

Bedford propeller shafts 
(Location—shed 4/5.) 
Estimated weight is 2) tons. 

Jeep engine assemblies 
(Location— Romney 3.) 
Estimated weight is 4 tons. 

GMC (Chevrolet) engines_. * 
(Location—Romney 8.) 
Estimated weight is § tons. 

GMC (Chevrolet) engines._- 
(Location— Romney 8.) 
Estimated weight is 8 tons. 

GMC (Chevrolet) engines iinet ieee caiman 
(Location— Romney 8.) 

Estimated weight is 8 tons. 

GMC (Chevrolet) engines. _-. 
(Location—Romney 8.) 
Estimated weight is 8 tons. 

GMC (Chevrolet) engines 
(Location— Romney 8.) 

Estimated weight is 8 tons. 

GMC (Chevrolet) engines..........-.----.-.---.----- natura 
(Location—Romney 8.) 

Estimated weight is 8 tons. 

GMC (Chevrolet) engines......--- dp evensactentiophbatteocece -- 
(Location— Romney 8.) 

Estimated weight is 8 tons. 


GRC Ca) Gr vnc > <0 bc towscnecswccqsveadvesiocess 


(Location— Romney 6.) 
Estimated weight is 644 tons. 
GMC (Chevrolet) engines__- 
(Location-—Romney 6.) 
Estimated weight is 6% tons. 
GMC (Chevrolet) engines. 
(Location—Romney 6.) 
Estimated weight 4 6% tons. 
GRO CORIVIOIIE) GIR ia bs deci -occciein inca co pecesionctisoes 
(Location— Romney 6.) 
Estimated weight is 644 tons. 
Dodge connecting-rod assemblies. -......-----------------+----- 
(Location—Romney 7.) 
Estimated weight is 3% tons. 
Ford spares_._.- 
Generator assemblies, steering rod ends, ring-set pistons 
0.045 inch oversize, facing clutches, pinion and gear 
axles driving, gear- -box assemblies, plates clutch pressure, 
carburetors, starters, regulators, coils, windshield motors, 
water pumps, universals, fuel pumps, etc. 
(Location—shed 4/5.) 
Estimated weight is 1% tons. 


Estimated quantity 
50 uncased. 

Do. 

Do. 

Do. 
51 uncased. 
50 uncased. 


Do. 


36 uncased. 


155 in 16 cases. 
37 in 1 case. 


170 uncased. 


.| 14 in 14 cases and 1 uncased. 


20 in 20 cases. 


Do. 


Do 


Do. 


Do. 


Do. 


Do. 


16 in 16 cases. 


Do. 


Do. 


Do. 


1,142 in 43 cases. 


24 cases and 1 uncased item. 
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Lot No. | Description Estimated quantity ¥ 
i) sous 20s a en a SOR ee LO! ee * 
1338/400 | Ford front axles and front axle spares: | 
| Front axles : te bk oe 92 uncased. 
Front axle spares- : ke -------| 9 uncased. 
(Location—shed 276 (rear).) 
| Estimated weight is 5 tons. 
1339/400 | Crossley front axles os Fe SE - -.| 27 uncased. 
} (Location—shed 339 (rear) .) 
Estimated weight is 11 tons 
1340/400 | Crossley front axles or bio odd | Do. 
(Location—shed 339 (rear).) 
| Estimated weight is 11 tons. 
1341/400 | Ford rear axles. . aes ~ ancesccoce! Os Dteped. 
} (Location—shed 276 (rear).) 
| Estimated weight is 944 tons. | 
1342/400 | Ford axles 
Front axles 3 ; : ‘ 19 uncased. 
Rear axles é Seed : ae 11 uncased. 
Location—shed 339 (rear) 
Estimated weight is 8 tons. 
1343/400 | Diamond T and Dodge axles 
Diamond T rear axles--__.....-- enaearees wdeaanmiaaann ..| 6 uncased. 
Dodge rear axles = a / 3 in 3 cases and 3 uncased. 
Dodge front axles og es : d _.| 5in 5 cases. 
(Location—dump 3.) 
Estimated weight is 644 tons. 
1344/400 | Mack spares 
Carrier assembly rear axles-_- : | 16 in 16 cases. 
Transfer box sees : TREES 1 in 1 case. 
(Location—Romney hut 4.) 
Estimated weight is 3 tons. 
1345/400 AEC gear boxes 4 sa ieee 19 in 19 cases. 
(Location— Romney hut 3.) 
Estimated weight is 444 tons. | 
1346/400 | Foden spares | 
} Worm gear and differential assembly (foremost) Pages 10 in 10 cases. 
Worm gear and differential assembly (rearmost) (worm | 8 in 8 cases. 
gear crown wheel) 
(Location—Romney hut 3.) 
| Estimated weight is 544 tons. 
1347/400 | Gardner Diesel engines: | 
Engine No. 343 277/crankease ALU -.- ---- a lin 1 case, 
| Engine No. 15419/crankcase ALU 1 in 1 case. 
Engine No. 58 477/crankcase cast iron : 1 in 1 case, 
| (Location—shed 113.) 
| Estimated weight is 4 tons. | 
1348/400 | Dodge and Chrysler spares ; In 16 cases. 
Dodge: King pin packages, spring bolts, tubes, oil filter, fan 
| assemblies, shaft assemblies, front spring brackets, brake | 
| hose assemblies, crafkshaft bearings, oi] plan gaskets, | 
} cylinder head gaskets, oil seals, countershafts, steering 
| gear arms, master cylinder assemblies, distributors, clutch | 
| disc assemblies, band driving assemblies, crank sprockets, | 
thrust plates, rod bearings, countershaft gears, crankshaft | 
| bearings, transmission, full voltage regulators, air cleaners | 
| front wheel bearings, dust seals, oil strainers, manifold | 
exhausts, booster brakes, rear wheel brakes, front wheel 
brakes, housing pans, tubes fuel, sliding clutch shafts, | 
pedal levers, crankshaft bearings gaskets, bracket gaskets, | 
ressure plates, flywheels, cam sprockets, bushings rub- 
yer shock absorber links, radiator clamps, tie rod ends, | 
| piston rings, starters, waterpumps, ete., etc. 
Chrysler: Oil filter elements, sparking plugs. | 
(Location—shed 343.) | 
| Estimated weight is 4 tons. 
1349/400 | Dodge spares ie sis a pigussais ..-| In 32 cases. 
| Gaskets, wheel assemblies, cylinders, blade assemblies, | 
fan, brake shoes, knuckles arm, filler caps, distributors, | 
clutch pawls, nuts, bolts, door locks, crankshaft bear- | 
ings, eye bolt assemblies, connecting rod bearings, | 
—_— ring sets, camshaft bearings, oil pump idler gears, | 
inings, cylinder pistons, generators, crankshaft bearings, | 
valve tappets, pinion locks, rivets, intake exhaust mani- | 
fold gaskets, plugs, brake tubes, oil seals, shaft rotors, | 
| valve springs, oil strainers, shock absorbers, fuel pumps, } 
| washers, fan pulleys, screws, clutch plates, release levers, | 
| bushings, piston pins, pistons with pins and rings, distri- | 
| butor cap assemblies, fork releases, sliding gears, plugs | 
| sparking, chains timing,«elutch dises, steering shafts, | 
| bushes, exhaust valves, dynamo assemblies, generator | 
assemblies, bearing cups, connecting rod assemblies, | 
thermometers, pistons (standard), cylinder heads, valve | 
| springs, covers, gasket sets, vacuum cylinders, oil filter | 
elements, valve springs, autolite service parts, steerings, | 
| etc. 
| (Lo¢ation—shed 343.) . 
| Estimated weight is 54 tons. : 
F 
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Lot No. | 


1350/400 


1351/400 


1352/400 


1353/400 


1354/400 | 


1355/400 





1356/400 | 


1357/400 


138/400 | 


1359/400 


| 
| 


Description 


Dodge spares. ---- 

Shock absorbers, clutch disk assemblie 1s, brake tubes, , SUp- 
ports starters, valve spring covers, pin bushings, piston 
ring sets, shoe linings, coils, switch, valve springs, pressure 
plates, fuel pumps, fan pulleys, starting jaws, muffler 
assemblies, manifold gasket sets, radiator brackets, 
brackets, shafts, oil seals, linings, gaskets, nuts, pistons | 
with pins, screws, bolts, head lamps, cocks drain, channels, 
fan belts, dynamos, flywheels, springs, mufflers radiator, 
etc 

(Location—shed 343.) 

Estimated weight is 434 tons 

Dodge spares. -- 

rackets, front and re ar spring, v slves, return springs, gear 
shaft forks, elbow outlets, gear shafts, oil seals, oil pump 
outlet pipes, spark pulg suppressors, clutch facings, 
brackets, valve tappet assemblies, bracket linings, spring 
brackets, springs, bypass water pumps, valve springs, 
speedometers, lining bracket shoes, starters, wheel cylin- 
ders, pressure plate, springs, hinges, armatures, spring bolt 
shackles, oil filters, flexible hose, screws, pipes tail, shock 
absorbers, cam rockets, crankshaft bearings, piston ring 
sets, tubes, gaskets, bearings, fuel pump gages, rod bear- 
ings, water pump assemblies, steering knuckles, bushes 
rear springs, tie rods, radiators, cover clutches, exhaust 
valves, pipe oil pump, wheel cylinders, rod bearings, 
clutch springs, shackle bushings, gears, oil pump assem- 
blies, gaskets exhaust, flanges, inlet valves, ete. 

(Location shed 343.) 

Estimated weight is 5 tons. 

Dodge spares 4 

Water pumps, cross shafts, fuel filler assemblies, elbow out 
let, wheel cylinders, piston ring sets, oil filters, studs, fuel 
gages, hubs, springs, clutch covers, gaskets, switches, cap 
bearings, bearing sleeves, water pump imepllers, crank- 
shaft bearings, main bearings, hose assemblies, filter to 
engine tube nuts, oil pipes, screws, speedometers, brake 
hose assemblies, exhaust valves, springs clutch, gear 
shafts, shock controls, shock absorbers, piston rings, 
countershafts, bearings, valve sets, etc. 

(Location—shed 343.) 
Estimated weight is 244 
Dodge spares: 

Steerings 

Cylinder heads 

Oil filter elements a 

shock absorbers, front — 
Crankshaft assemblies 
Steering gears. - - 
Clutch housing 
Propeller shaft ; eee 
Shaft drive a ee sree : ” 
Springs rear 
Front window doors, left-hand 
Windshields ‘ 
Regulators, window, right ; aa dal 
Regulators, window, left : oinenmentl 
Glass safety spines 
Dynamo assembly 
Pa EM 
Starter motor assemblies. ___- 
(Location—shed 343.) | 
Estimated weight is 3 tons | 
Tracks rubber iis 
(Location—vehicle park.) 
Estimated weight is 30 tons. 

Road wheels with solid rubber tires ; 
(Location—vehicle park.) | 
Estimated weight is 2144 tons 

Bogie wheels caneniedeieniae 

len diiene 
(Location—vehicle park.) 
Estimated weight is 5% tons. 

Ford socket steering and ball] assembly, r. h............-..----.- 

(Location— Romney 7.) 


tons. 


Estimated weight is 544 tons. 
Ford socket steering and ball assembly, r. h._.............-.-.--- 
(Location— Romney 6.) 
Estimated weight is 5 tons. 
Ford rear axle casing (C11Q-1410) - -.- 
(Location— Romney 10.) 
Estimated weight is 7 tons. 





Estimated quantity 


In 24 cases. 


In 20 cases. 


In 10 cases. 


25 in 3 cases. 

2in1 case. 

42 in 1 case. 

14 in 1 case. 

2 in 2 cases. 
Do. 

1 in 1 case. 

1 uncased. 
0. 

18 uncased. 

120 in 1 case. 

200 in 1 case. 

54 in 2 cases 

136 in 4 cases. 

49 in 5 cases. 

1 in 1 case. 
Do. 

2 in 2 cases. 


120 uncased. 


| 283 uncased. 


| 149 uncased. 


50 uncased. 


257 in 116 cases. 


247 in 115 cases. 


71 in 71 cases. 
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Description 


Lot No. 


1360/400 | Ford rear axle and assembly: 
| Rear axle casing (C11Q-1410) - 
| Assembly rear axle casing (COIT-4011B)- 
(Location—Romney 10.) 
| Estimated weight is 9% tons. 
1361/400 | Ford spares 
Gear differential 
Gear differential axle spares AEE SES Te ath ddiglka suk saw 
Screw differential gear cases_..-.-. 
Side gear differential r. h___-- 
Pinions and gears (r. r. axle driving) ‘ 
Pinion and gear assembly 
Flange drive pinion and iia assemblies. 
| Differential assemblies _- ; 
| Spiders 
Retainer bearing and pinion 0 oil seals 
| Pinions and gears 
Pinions axle driving 
Pinion drive gear differential 
Case and gear 
Pinion rear axle. 
Differential case }. h. and clutch plate pin assembly -_. 
Gear and differential. Sade 
Pinions 
Differential side gears 
Pinion differential front and rear-_-.--.....- 
Pinion differential he oe eh ae 
| Gear rear axle 
| Pinion rear axle driving 
Pinion and gear differential __._--_- 
(Location—shed 632 T 4/5.) 
Estimated weight is 644 tons | 


1362/400 | Ford gear and differential (crown wheel and pinion) 
(Location—-shed 632 T 4/5.) 
Estimated weight is 4% tons. 

1363/400 


Ford spares: 
| Steering wheel assembly_- 
Body steering bracket t ignition switch assembly _- 
Spring steering knuckle oil. Jedbee - 
Bushing steering 
Steering front axle end_.._-- 
Felt steering knuckle 
Gasket steering knuckle areieeetuniie 
Shaft and roller |. h. steering ge: ar__. a 
Tube steering drag link es 
Socket assembly steering end ball aloes 
Plate steering knuckle upper pin.-...-_-.-_--. 
Tube assembly steering column 
Steering stocket end__- 
Retainer steering 
Bracket steering column-_._-.- 
Cap steering gear housing 
Cap steering gear r. h 
Steering gear knuckle_...._..--- 
Tube steering 
Knuckle enmity bebowabclae 
Drag link grease retaining cap paneueeuteeweudsisitets ase ares 
Clamp steering column mae 
Arm steering gear-.. 
Pin steering _. - 
Pin steering knuckle 
AEST ere. J 
Knuckle steering and cups assembly_.-.-.--_---_-- BOY | 
Socket spring and ball assembly ‘ 
Spindle assembly 
Spindle comeahiy 1. h. front axle 
Arm spindle r. h. drive 
Spindle conn. rod r. h__. 
Tie rod . iepdianeaheams od 
Spindles ani stathatattginanintttiaatal we 
Spindle front wheel. - 
Spindle arm 
Spindle arm 1. h. r. h. drive 
Tube spindle conn. rods 


cr Pee eh 
Tube spindle conn. rod assembly __ thd diitebate sebibe be 
Tube spindle conn. rod 
(Location—shed 632 T 4/5.) 
! Estimated weight is 6 tons. | 





Estimated quantity 





24 in 24 cases. 
68 in 68 cases. 


473 in 30 cases and 2 uncased. 
527 in 22 cases. 

4,443 in 15 cases. 

36 in 1 case. 

11 in 5 cases. 

1 in 1 case. 

803 in 39 cases. 


| 9 in 9 cases. 


214 in 9 cases. 
66 in 6 cases. 


‘| 14in 11 cases. 


3 in 2 cases. 
2 in 1 case. 


| 1 in 1 case. 


1 in 1 case. 

1 in 1 case. 

1 in 1 case. 
250 in 3 cases. 
72 in 3 cases. 
915 in 11 cases, 
334 in 3 cases. 
1 uncased. 

2 uncased. 
lin 1 case. 


118 in 112 cases. 


153 2 cases. 
138 ia/Siienee. 
1,449 in 10 cases. 


1,577 in 4 cases. 
3 in 3 cases. 
4,183 in 12 cases. 
1,115 in 3 cases. 
1 in 1 case. 

60 in 4 cases. 

10 in 3 cases. 
208 in 2 cases. 
58 in 3 cases. 
4in 1 case, 

35 in 2 cases. 
38 in 2 cases. 
118 in 3 cases. 
126 in 6 cases. 
4in 1 case. 

22 in 1 case. 


| 1 in 1 ease. 


405 in 1 case. 
39 in 1 case. 


_.| 40 in 1 case. 


149 in 1 case. 
103 in 1 case. 
42 in 1 case. 
lin 1 case. 
2 in 2 cases. 


-| 129 in 18 cases. 
| 11 in 2 eases 


121 in 7 cases. 
246 in 3 cases. 
14 in 1 case. 
13 in 2 cases. 
1 in 1 case. 


| 119 in 11 cases. 


134 in 4 cases. 

110 in 3 cases and 13 cartons 
and 2 uncased. 

1 uncased 


| 82 in 6 cases. 


21 in 1 case. 
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Lot No. 





1364/400 


1365/400 


1366/400 


1367/400 


1368/400 


1369/400 








Description 





Jeep axles: 
Rear axles__...._.__- 
Front axles_____- 
(Location— —behind shed 3.) 
Estimated weight is 7% tons. 

Ford spares: 
ae 
Fuel tank r. h__- : 

Case assembly (empty) 
Case transmission (empty) 
Clip radiator bumpers 
Clip radiator spring bumpers-. 
Clip radiator springs - - - 
Clip radiator spring bumpe rs. 
Leaf No. 1 radiator. 7 
Bracket radiator 
Front r. 
Bracket radiator 
Front 1. h_-.-- 
Leaf radiator spring - 
Brackets. . - - 
Bracket towing clevis 
Bracket rear-view mirror. 
Bar tie hood panel bracket 
Support bracket cup mounting. 
Various items. - - - ! 
(Location—shed 192.) 
Estimated weight is 1034 tons. 
Ford spares: 
Water pumps__-- . 
Water pumps, pulley broken. - 
Water pumps, impeller broken or missing 
Water pumps, impeller and pulley broken 
Water pumps, impeller broken and w/o pulley 
Water pumps, w/o pulley and shaft broken 
Water pumps, housing only 
Cap crankshaft bearing center 
Liner main bearing rear 
Bearings. 
Bearing camshaft front and rear 
Gear-box housing 
Gear boxes_. ad 
Transmissions. ---- 
Gear boxes 


Estimated quantity 





| 
47 uncased. 


52 uncased. 


| 121 \in 45casesand 10uncased. 


16) 
42 in 30 cases, 
7 in 6 cases. 
290 in 8 cases. 
160 in 8 cases. 
1,244 in 8 cases. 
1,342 in 24 cases. 
723 in 42 cases. 
128 in 2 cases. 
130 in 2 eases. 
119 in 1 case, 
110 in 1 case. 
82 in 7 cases. 
829 in 14 cases. 
83 in 6 cases. 


..| 976 in 3 cases. 


Fordson crankshafts (reground), marked 030, 020- 


Ford crankshafts (reground) 
Exhaust pipes mn 
(Location—shed 260.) 

Estimated weight is 1034 tons. 
A. E. C. spares: 
Differential gear 
Worm gears _- 
Reducing gears 
Gear boxes _-_- 
Worm gear carrie r_ . 
(Location—Romne y 3.) 
Estimated weight is 344 tons. 
Neutral spares: 
Differential carriers. 
Differential - --- - 
Differential rearmost - 
Hub drum assembly ‘ 
Carrier caps. aca et 
(Location— Romney 5.) 
Estimated weight is 344 tons. 
F. W. D. spares: 


(Location- —Romney 5.) 
Estimated weight is 24 tons. 





235 in 4 cases. 
254 in 34 cases. 
7 cases and 1 uncased. 


18 


62 
11 106 in 7 cases. 
3 


1 
4 


371 in 4 cases. 


67 in 1 case 
292 in 1 case. 
2,671 in 16 cases. 


| 1 in 1 case and 1 uncased 


18 in 18 cases. 


--| 5in 5 cases. 
| 64 in 64 cases. 


15 uncased. 
33 uncased. 


| 900 pieces in 18 bundles 


| 1 in 1 case. 


2 in 2 cases. 
5 in 5 cases. 
10 in 10 cases. 
1 in 1 case, 


| 22 in 22 cases. 


3 in 3 cases. 


| 1 in 1 case. 


2 in 2 cases. 
4 in 4 cases. 


21 in 21 cases. 
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Lot No. Description Estimated quantity 4 
1370/400 | Ward La France spares: 
oie ctintdnddinwidnwnisindews 219 in 97 cases. 
Lining set front brake shoe. _____- dutatninhettie ‘ 151 in 25 cases. 
Gear set differential _ --._- nib ccmes 109 in 38 cases. 
Bearing set crankshaft 020 ws. axe | 47 in 9 cases. 
Belt fan ee S hecentathtadtioonicas 642 in 21 cases. 
Coils ignition ___- . 4 
Bearing and sleeve exhaust assembly _ - acute .| 6 
Sprocket sol ae ieee | 18)in 1 ease. 
Bracket muffler. ee 5| 
5 reer 54 
Shaft control boom = nidbinwitdas 3 in 2 cases. 
Leaf No. 2 front spring ---.-.-........----- 2 uncased. 
Leaf No. 1 rear spring - - - ade ianclel ah 41 uncased. 
Leaf No. 2 rear spring---.-.--.-------------- | 16 uncased. 
 . aS igi | 55 uncased. 
. | eee er = 40 uncased. 
Springs___- inultnidun ddabastd datidsaniaiieen 3 uncased. 
(Location—shed 4/5.) 
Estimated weight is 10 tons. | 
1371/400 | Ford pan oil assembly... _-_-.......---------.---- | 6 in 5 cases and 207 uncased. 
(Location—shed 4/5.) 
Estimated weight is 134 tons. | 
1372/400 | Ford spares: 





Spacer bearing front axle-.--_.---..------------ 
Retainer pinion bearing oil seal_- 

Retainer drive shaft grease assembly. 

Gasket rear axle cover___-_-- 
Spacer bearing front axle... ......------. 
Propellor shaft tube. -- 
Screw axle shaft pull_..............----- 4 
Propellor shaft Sattchdniion 

Shaft drive assembly -. 
Shaft drive assembly r. r_----.-.- one! 
Shaft assembly r. h. front_.......--- 
Shaft drive tube eer 
Lever declutch shift- 

Washer differential gear thrust_ 

Shaft propeller drive assemblies - 
Tube torque assembly dig 


Joint universal assembly - - - -- -- 


Shaft front axle. : ‘ka eames 
Propeller shaft front : oeeee abe 
Shaft assembly propeller. ---.-- 

Propeller shaft drive ‘ 

Shaft drive and assembly -- 


Shaft rear drive. ___.-- ariel 
Shaft assembly- _- 
Shaft tubular_- . 
Axle shafts-_-_-__-- saketnatersin 
Shaft rear axle sind Winngnnit 
Propeller shaft housing. sian ltl eatery tate 
Tube rear axle assembly torque 
Joint assembly drive shaft rear... -....._-- 
Shaft rear axle drive 
Axle front drive assembly - - - - - penseall 
Shaft rear axle on Sere oe 
Coupling shaft asse mbly_ see 
Felt (coupling shaft) . oewes 
Felt sleeve and collar__.........-.---.--- 
Shaft coupling- ‘ aaa 
Support shaft center_- 
Support and shaft housing coupling <P 
Plate coupling shaft support. Lomi 
Baffle coupling shaft bearing 
Coupling shaft assembly with universal joints- 
Shaft coupling transmission. -.-....------ 
Coupling shaft assembly 
Shaft only 

(Location—shed 4/5.) 

Estimated weight is 544 tons. 


280 in 6 cases. 
71 in 5 cases. 


..| 673 in 3 cases. 


| 143 in 2 cases. 


3 in 2 cases, 

1‘ in 3 cases. 

18 16 in 1 case. 

1 ®n 1 case and 34 uncased. 
8 in 1 case, 

4n 1 case. 

8 in 4 cases. 

2iin 4 cases and 28 uncased. 
74in 1 case. 

401 in 1 case. 

4 in 2 cases and 3 uncased. 
17 uncased. 

2 uncased. 


| 16 uncased. 
| 10 uncased. 


8§ uncased. 

1 uncased. 

16 (14 uneased and 1 pack- 
age) 

1 uneased. 

1 uncased. 

2 uncased. 


| 8 uneased. 
| 10 uncased. 
| 1 uncased. 


3 uncased. 


| 1 untased. 


2 uncased. 
2 uncased. 
1 uncased. 


| 74in 18 cases. 


1,408 in 4 cases. 
3,167 in 13 cases. 
18 in 2 cases and 9 uncased. 


| 153 in 4 cases. 


24 In 2 cases. 


| 37 in 1 case. 


243 in 1 case. 
19 in 1 case. 
259 in 10 cases. 


| 16 uneased. 


1 uncased. 
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Lot No. 


1373/400 


No. 400 depot, cemnetetincile —— ontinued 





Description 











BSA spares: 


dl 


Frames..-.-. Sb kdb adééccss 
Frame assembly. 


Backstay and chainstay assembly 


Backstay and chain. - 
Carriers. ....- 3 
Panier carrier 
Cylinder barrels 
Gear boxes. - 


Gear box assem bly w/foot change gear 


Engines. ie 

Pillion seat__- 

Hub wheel. - 

Piston w/pins and rings 
Panier steady - - 

Handle bars 

Handle bar w/end plugs 
Chain case front 

Chain case rear w/fix. fitting 
Rear wheels... -_- : 
Front wheels- 

Rear wheel assembly. 
Wheel and wheel rims. 


Front mudguard -.-_-_. 
Exhaust pipe_--__--- 
Petrol tanks._- . 
Hand lever___-- 

Oil tank..._...-- 


Front wheel___..-- bah Gchieale spies 


Cylinder barrels__-- 
Control shaft __-_- 
Rear brake cover - _--- 
Air control body__-..--- 
Main shaft 

Clutch assembly 
Gear box... = 
Front hub_._._.- 
Handlebars 

Front fork____._- 
Petrol tank_ 

Rear mudguard 
Rear stand _. 

Front fork 

Silencer 

Seat rear 

Clutch - 

Cc ylinder barrel 
Outer cover 

Tool box 
Handlebars 

Chain case - - - 
Pillion seat 

Rear mudguard 
Cylinder barrel 
Gear-box cover 
Gear-box clutch 
Crankease_._- 
Cylinder barrel. 
Pillion seat___..__- 
Front fork spring 
Rear brake drum___- 
Handlebars 
Footrest bracket 


Rear brake drum chain wheel. 


Magneto. -___- 

Inlet valve 

Air control] cable cover 
Clutch control cable 
Cylinder. _____. 

Forks 

Transmission chain rear 
Dynamo 


> Ch hoe Wr 
——_—_— = 


=— 


Estimated quantity 





24 uncased, 43 in 14 cases, 
and 3 packages. 

6 uncased. 

2 uncased. 

1 uncased. 

1 uncased. 

3 in 1 case and 1 package. 

4 uncased. 

109 in 40 cases, 

20 in 20 cases. 

1 in 1 case. 


| 3 in 3 cases. 





35 in 2 cases. 
6 in 1 case. 
8 in 1 case. 


| 115 in 1 case. 


- in 1 case. 
10 in 1 case. 
10 in 1 case. 
10 in 5 cases and 16 uncased. 
3 in 1 case and 4 uncased. 
1 uncased. 
12 in 1 case, 2 packages, and 
8 uncased. 
24 in 5 crates, 
1 uncased, 
Do. 
3 uncased. 
1 uncased, 


1 pin 1 case, 


3 


l., 1 case. 


1 
1 
15] 
i 
i 1 case. 


in 1 case. 


in 1 case. 


in 1 case. 


“Le OU rr ar 


>in 1 case, 


l, 
i in 1 case. 
iF 
2) 
\; 
j 
|, 
s| 


I in 1 case. 


\; 
3f 
i in 1 case. 
] 
6§ 


l}in 1 case. 


| 23 


in 1 case. 


in 1 case. 


in 1 case. 
in 1 case. 


Frong brake cables, brake shoes, brakes, exhaust lifts, rear | 

brake rods, shafts operating, speedo drive gear boxes, | 
clutch assemblies, piston rings, speedometers, speedom- 
| eter cables, tool boxes, linings, gear indicating pegs, gear | 
box mainshafts, yoke front wheels, etc 15 uncased, 18 cases. 
(Location—shed 440.) 
| Estimated weight is 344 tons. 
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Lot No. Description | Estimated quantity 
1374/400 | Matchless spares: i 
|fil uneased, 
Fork and fork assembly - - .....-.-.-------- cooseoseeneel ty 74 in 34 cases and 1 crate. 
SS TS A Ee SET 3 in 2 cases and 2 uncased. 
Se la a AE a ae IER Nae .| 30 in 13 cases and 6 packages. 
a6 ccc nsnncanshecaneincmitidemses mati | 5 in 1 case and 11 uncased. 
RR gel al ee eA ee --| Lin 1 case and 31 uncased. 
IT REA ee SNe Me He cela ..| 23 in 6 cases and 7 packages. 
Rims (incomplete) Ray A ARR 1 | 1 uncased. 
Frames, etc secahnierieiie ek salachaskaredeiaeatadaa | 3 in 1 crate and 17 uncased. 
Mudguard ead ala ae mei ts 3 uncased. 
i ~~ | See rennet --| 2 uncased. 
ERE TLE TIES AIA --| 1 uncased. 
Rear wheel, etc . 35 uncased. 
I A onsen ceninne oe ibioptninareintotas 39 eres. 
|fl uncasec 
Petrol tank......-...... Pibehatinsciirnentes /\7 in 4 cases and 1 crate. 
Cylinder barrel - | 14 in 2 cases. 
ge ane aeaneioaet ..| 8 in 2 cases and 17 uncased. 
6) ee ..| l in 1 case. 
a ee | 3 in 3 cases and 8 uncased. 
Seat pillion ean ..| 12 in 3 cases, 
Propeller stand ms bare... 25 in 1 case, 
aon a ; ‘| api 1 erate, 
Hand lever 
Crown -" - | in 1 case, 
Fork__-- 
Tool box bare ae 
Pillion seat . atin 1 case. 
Tank pene Bt canbe nnenoevensnsnenrene rons | 1 
Spindle with roller % | 30 
Pillion seat SAR RR et D8 AEE ein 1¢ Case. 
rte for fork 11 
EE LAL ALLL LLL LE LDL LILLE | 1{, 
Rocker box bare 7) ba 1 case. 
Hollow spindle. . Beersereerese .| 4 
Gear box and clutch assem sited 1), . 
ae ape eon el a aaa 7 be 1 case. 
‘ork spider... ene me --] Sha w 
Rear wheel bie : ; Bo ge Sones. 
an ll, 
Mudguard sim 1 case. 
Gear box shell bare - - li 
Fork crown { 1 case 
Dynamo 1 
Spring for fork 9 
Pillion seat. Se 2| 
Rear hub brake drum socket_..........-.-- | 4>in 1 case 
Crown assembly fork..........-......... H 
Brake plate ___. 1 
— . front fork a 13yin 1 case. 
NR hain i teaawaygion | 4), 7 
al Rate eine tig 4m 1 case. 
Motor cycle wheels | 2 uncased. 
Magnetos, pistons w/pins and rings, ‘conne cting rods, spin- | In 5 cases. 
dles, rear, magneto chains, gaskets for rocker boy, nipple 
rear wheel spokes, brackets magneto, cylinder barrels, | 
etc., etc. 
(Location—shed 440.) 
Estimated weight is 3 tons. | 
1406/400 | Fuel injection pumps: 
| 


1407/400 


1408/400 


1409/400 


Ford generator assembly 


Ford generator assembly - -- 


Ford generator assembly 





Fuel injection pumps, CAV 


Fuel injection pumps, head only (Gardner) _- 


Fuel injection pump, Simms_-- 
Fuel injection pumps, Mack__-.--- 


jb SORE 


Injection pump, case only ------ 


Spare parts_.- 
(Location—shed 1) 
Estimated weight is 4 ton. 


(Locat ien-thed 4/5.) 


Estimated weight is 14 tons. 


(Location—Shed 4/5.) 


Estimated weight is 14 tons. 


(Location Shed 4/5.) 


Estimated weight is 14 tons. 


7 uncased. 
2 uncased. 
1 uncased, 
3 uncased. 
1 uncased, 
2 uncased. 
1 case. 


150 in 25 cases. 


Do. 


Do. 





d. 
ages, 
ed. 


ages. 


sed. 


od. 





~ een 
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Schedule of surplus M. T. spares and generating sets available for sale at 
No. 400 depot, Diineberg senewy—Coatinaes 





Lot No. 


Description 





Estimated quantity 





1410/400 


1411/400 


1412/400 


1413/400 


1414/400 


1415/400 


1416/400 








417/400 | 


1418/400 


1419/400 


Ford generator assembly 
Location—shed 4/5.) 
Estimated weight is 1% tons. 

Ford generator assembly._...............--..---2-..-.2--. Ci 
(Location—shed 4/5.) 
Estimated weight is 14% tons. 

Ford generator assembly ________- 
(Location—shed 4/5.) 
Estimated weight is 144 tons. 


Ford es | EEE eee eee eae teh ee! 


(Location—shed 4/5.) 
Estimated weight is 144 tons. 
Ford generator assembly ae 
(Location—shed 4/5.) 
Estimated weight is 1% tons. 
Ford generator assembly -_...........-...-..----. 
(Location—shed 4/5.) _ 
Estimated weight is 146 tons. 
Ford generator assembly / sosessesss 
Location—shed 4/5.) 
Estimated weight is 144 tons. 
Mack Diesel engines: 
Diesel engine No. ED 142-48 ee eee 
Diese] engine No. ED 92-14 ocatbaabate 
Diesel engine No. ED 65-98 
Diesel engine No. ED 10-85_.............-- 
(Location—shed 29.) 
Estimated weight is 544 tons. 
Ward La France spares: 
Cylinder head asse amy sneucas _ 
Piston assembly - ae ae 
Generator assembly 
Fan oil assembl]y and differential 
assembly. 
Transmission case _. keane aie 
Gear forward — waungdibnia all 
Gasket cylinder head Licaned me Lae 
Gasket set engine overhaul __- iene bbbaenene 
Gasket set front axle 
Coil ignition assembly, 12 v 
Flasher sirenlite auton- on ‘ 
Chain ‘ ‘ ae 
Lining cam end 
Kit repair oi] pump. 
Kit carburetor repair 
Gear w/winch transmission gear box sliding 15.. 
Lining set emergency brake shoes ad 
Element oil filter 
Line flexible fuel 
Line oil flexible 
Nuts spring clips 
Race universal joint housing, oute r only. . ‘ 
Cam and wheel tube w/wheel nut steering gear assembly 
Rod torque r. r. axle rear. -- , 
Cover chain case 
Various items 7 
(Loeation—shed 440.) 
f Estimated weight is 534 tons. 
Ward La France spares: 
Cylinder head assembly 
Piston assembly 
Generator assembly - - 
Transmission case 
Differential assembly oe 
Gear set bevel gear and pin_. 
Fan assembly - - 
Gasket cylinder head _- 
Gasket seat rear axle 
Coil ignition assembly 12 v 
Flasher sirenlite auton_- 
Chain 
Lining cam end 
Brake cylinder front 
Element oil filter 
Line flexible fuel 
Manifold intake 
Race universal joint housing outer only 
Rod torque rear axle rear 
Gear rear winch transmission gear box low speed M 26 teeth 
Various items a 
(Location—shed 440. 
Estimated weight is 444 tons. 





150 in 25 cas €8. 


Do. 


Do. 


Do. 


Do. 


Do. 


148 in 29 cases. 


1 in 1 case. 
Do. 
Do. 
Do. 


| 6 in 6 cases. 
| 194 in 15 cases, 


8 in 5 cases. 
19 in 15 cases. 


3 in 3 cases, 
22 in 1 case. 
86 in 1 case, 
13 in 1 case. 
82 in 2 cases. 
50 in 2 cases, 
149 in 1 case, 
10 in 1 case. 
37 in 1 case, 
19 in 2 cases. 


| 16 in 1 case, 


14 in 1 case. 
19 in 1 case. 
22 in 2 cases. 
132 in 1 case. 
166 in 1 case. 
236 in 1 case. 
10 in 10 cases. 
15 in 5 cases. 
9 in 9 cases. 
10 in 2 cases. 
42 cases. 


7 in 7 cases. 


| 264 in 20 cases. 


9 in 5 cases. 
3 in 3 cases. 
10 in 10 cases. 


| 10 in 5 cases. 


6 in 3 cases. 
12 in 1 case. 
105 in 3 cases. 
60 in 3 cases. 
120 in 1 case, 
9 in 1 case. 
Do. 

7 in 2 cases. 
18 in 1 case. 
38 in 1 case. 


' Sin 1 case. 


10 in 10 cases. 


| 8 in 8 cases. 


21 in 1 case, 


51 cases. 
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| 
Lot No. Description 
1420/400 | Ward La France spares: 
| Cylinder head assembly. -...-..........-. 
| Piston assembly 5 tu . 
| | EE 
| Gear set bevel gear and pin_..---------._- 
| Transmission case _.........---- a 
Pan oil assembly __------- mee 
| Differential assembly_.................._. 
| Gasket set rear axle on iomeneng 
| Gasket set valve grinding ....-_.-_-_.__- 
} Coil ignition assembly 12 v_._........- 
Brake cylinder front eS : 
| S| aaa 
| Line flexible fuel_. ee : 
| Transmission gear box_._.........-..-- 
ON 32 Eee 
Race universal joint housing outer only. 
Shaft rear winch drum enaanitted secniaiaihlkieil 
Drag link assembly cecal 
Rod torque rear axle rear...........- 
Worm rear winch................. ‘ , 
| Sg i itn iantncamerwnmer ss 
| (L >cation—shed 440.) 
Estimated weight is 544 tons. 
1421/400 | Ward La France spares: 
| Cylinder head assembly--.-........ end 
Piston assembly - -- owe 
| Generator assembly - - 
Transmission case PRESSE AS 
TS EE ee 
Differential assembly-........---------- 
| Fan assembly _._. REN te ‘ 
| Gasket seat rear axle - : eR 
| Gasket set valve grinding_..........-- 
Gasket cylinder head_........-- ike 
Element oil filter utitialeniatid 
Coil ignition assembly, 12 v..... '. 
Cover chain case. -- é 
Pin front spring we me 
Kit clutch overhaul... .. 
Head light. 
Drag link assembly 
} Rod torque rear axle rear 
Race univers’! joint housing outer only 
Worm rear winch ‘ 
Gear set bevel gear and pin " ‘ 
Cable starter button to starter-. nd 
Various items _- “a 
(Location—shed 440.) 
Estimated weight is 544 tons. 
1422/400 | Wheel rims for solid tires (without rubber tires 
(Location—vehicle park.) 
Estimated weight is 644 tons. 
1423/400 | Bogie wheels 
(Location—vehicle park.) 
iE stim ated weight is 154% tons 
1424/300 | Road wheels (with solid rubber tires) 
(Location—vehicle park.) 
Estimated weight is 13 tons 
1425/400 Road wheels (with solid rubber tires 
(Loeation—vehicle park 
Estimated weight is 1446 tons. 
1426/400 | Ford leaf spring: Main leaf springs 
(Location—shed 276 
Estimated weight is 7 tons 
1427/400 | Ford spring auxiliary assembly 
(Location—shed 276/4.) 
Estimated weight is 844 tons. 
1428/400 | Ford spring assembly front 
(Loecation—shed 276/4 
Estimated weight is 934 tons. 
1429/400 Ford spring assembly 
Spring front assembly 
Spring rear assembly 
(Location—shed 276/4.) 
Estimated weight is 5 tons. 
140/400 Battery 12 V 
(Loecation—shed 338/13.) 
Estimated weight is 5 tons. 
1431/400 Battery 12) 


8/13.) 
tons 


shed 33 
weight is 5 


(Location 
Estimated 


PROPERTY 





ete te Feghh 





Estimated quantity d 





| 7 in 7 cases. 
| 266 in 21 cases. 


| 4 in 4 eases. 

5 in 5 cases. 

| ll in 11 cases, 
| 48 in 3 cases. 


-| 9 in 1 case. 


| 60 in 3 cases. 
| 4in 1 Case. 
| 14in 1 case. 


30 in 1 case. 


.-| 20 in 1 case. 


18 in 3 cases, 
| 11 in 11 eases. 
6 in 3 cases. 
| 7 in 4 cases. 
8 in & cases. 
| 6 in 5 eases. 
37 cases, 


8 in & cases, 
303 in 24 cases. 
12 in 7 cases. 


| 4in 4 cases, 


9 in 7 cases 
llin 11 cases. 
| 13 in 7 eases. 
| 79in3 cases. 

48 in 2 cases. 

81 in 2 cases. 

15 in 1 case. 

30 in 2 cases. 

2 in 2 cases. 

151 in 2 eases 

18 in 1 case. 

7 in 3 cases. 

21 in 5 cases. 

9 in 9 eases. 

12 in 11 cases. 

7 in 4 cases. 

12 in 6 cases. 

46 in 2 cases. 

39 cases, 2 uncased, 


141 uncased and 60 cases. 
625 uncased. 
300 uncased. 


339 uncased. 


1,109 in 55 
Cases. 

985 uncased 

483 uncased 


bundles¥Yand }44 


401 uncased 


219 uncased. 
13 uncased. 


108 in 108 cases 


108 in 108 cases. 


“¥ 
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No. shed depot, Diaghare oraners—O ontinued 





! 


Lot No. | Description 








Ford spares: 
Windshaft valve assembly ___.- 
Bri acket rear spring sh ackle_ 
Ball ring head lamp 
Housing front axle assembly r. h 
Tube torque assembly 
Wheel auxiliary gear box assembly 
Tank petrol assembly ae 
Tank petrol assembly - - -__- - 
Glass door window . 
Windscreen 30 x 72 cm. 
Shroud fan 
Bar radiator guard assembly 
Support radiator |. h 
Support radiator guard 
Seal DUJ housing oil flange 

| Ring piston set 045 o/s 

| Expander pistons (ring) 

| Ring piston set std 

Oil control ring (expander) - 

Ring piston set ‘ : 

Ring piston No. 1 std 

Ring piston std. (1 set—24 rings) 

Ring piston set 045 o/s : 

Expander piston (ring) - 

Ring piston set std. _- 

Oil control ring (expander) c ‘pgs 
Ring piston set_- = eS 
Ring piston No. 1 std-. a 

| Ring piston std see. * tad 

} Gear camshaft___. : ea AE 

| (Location—shed 629.) 

| Estimated weight is 14 tons. 

Antifreeze _- 

(Location— Romney 1.) 
Estimated weight is 44 ton. 

Petrol electric sets: 2-cylinder e.d.s. petrol electric sets. 
izontally opposed engine, make e.d.s., 17 h.p., 3,000 r.p.m., 
7.5 k. v. @., 220/380 v., 11.4 amps., 50 cycles, 3,000 r. p. m., 
erator mounted on tubular framework. German origin. 

(Location—Romney 1.) 
Estimated weight is 1% tons. 

Generating sets 

“Phiinomen’ 
“Granite 27” general 15 k. v. 
phase, 50 cycles, 1,500 r. p. m. 
wheels and tires, one without tires. 
ing. 

Trailer-type Diesel electric 2-cylinder Diesel engine. Gen- 
erator by A. V. K. 15k. v. a., 380/220 v.,'50 cycles, 3 phase. 
Wheels and tires missing. Set incomplete. 

Trailer-type petrol electric set, 4-cylinder Ford engine, gen- 
erator 230/380 v., 3 phase, 50 cycles, presumed to be 15 
k. v. a.; trailer in incomplete condition, with wheels but 
uo tires. Origin: German 

(Location—front of shed 4/5.) 
Estimated weight is 7 tons. 

Generating sets 

15 k. v. a. petrol electric generating sets, “Phtinomen”’ type 
“‘Granit 27’’ 1-220/380 v., 1-230/400 v., 3 phase, 50 cycles 
generator. 

18 kw. petrol electric generating set 60/120 v. 

36 k. v. a, Diesel electric generating set 
gine, 400 v., 3-phase generator. 

(Location—vehicle park.) 
Estimated weight is 6 tons. 

Dodge front axles... F 
(Location—front of shed 276.) 
Estimated weight is 4 tons. 

steering column 
(Location--Romney 18.) 
Estimated weight is 1! 


1438/400 


1599/400 


1600/400 


1601/400 
”* petrol electric sets, engine “‘phinomen’”’ model 
a., 230/400 v., 21.5 amps., 3 


Trailer types, one without 


1602/400 


, 3 phase _- 


1704/400 | 


1705/400 | GMC 


tons 





| 4,328 in 1 


Hor- | 


gen- 


All have parts miss- | 


Deutz-Diesel en- | 


Estimated quantity 





1,244 in 22 cases. 

138 in 16 cases. 

696 in 35 cases. 

27 in 27 cases. 

11 in 11 cases, and 26 uncased. 
368 in 45 cases. 

63 in 41 cases and 8 uncased. 
12 in 6 cases and 27 uncased. 
112 in 6 cases, 


| 12 in 1 case. 


52 in 4 cases. 

106 in 3 cases. 

95 in 5 cases. 

144 in 8 cases and 6 uncased. 
2,045 in 24 cases. 

118 sets in 3 cases, 

4,000 in 1 case. 


| 94 sets in 2 cases. 


740 in 1 case. 

31 sets in 1 case. 
2,020 in 1 case. 
457 in 1 case. 

118 sets in 3 cases. 
e. 
93 sets in 2 cases. 
740 in 1 case. 

31 sets in 1 cases, 
2,020 in 1 case. 
457 in 1 case 

293 in 10 cases, 





14 crates and 1 drum, 


_ 


20 in 20 cases. 


52 uncased. 
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Hamburg 
| 
Lot No. Description Estimated quantity 
eee 5 en... e .... caanecenasnceiiametipeia 55 in 55 cases. 
(Location—site 2.) 
Estimated weight is 10 tons. 
.2009/402 | Mack Diesel engines... - ne Mem 
ptll (Location—shed 10, ce nter.) 
Estimated weight is 6 tons. 
2017/402 | GMC engines (mainly Chevrolet) ____.__..............---.....- 20 cases. 
Location—shed 15, left-hand front.) 
Estimated weight is 614 tons. 
2018/402 | GMC engines (mainly Chevrolet) ee aaa Do. 
(Location—shed 15, left-hand front. : 
Estimated weight is 6'% tons. 
2020/402 | GMC engines (mainly Chev yrolet) > DTT wr de Do. 
tion—shed 15, center front. ‘‘ 
Estimated weight is 6% tons. 
2021/402 | GMC a ines (mainly Chevrolet) ___- a Do. 
(Location—shed 15, right-hand front. a 
Estimated weight is 6% tons. 
2022/402 | GMC engines (mainly Chevrolet) ________.......-.-.....-..--. Do. 
(Location—shed 15, right-hand front.) 
Estimated we ight is 644 tons. 
2023/402 | GMC engines (mainly Chev rolet) a ER RI 3 Do. 
(Location—shed 15, left-hand rear. s 
Estimated weight is 61% tons. 
2026/402 MC engines (mainly Chevrolet) soda’ Do. 
(Location—shed 15, left-hand rear.) 
Estimated weight is 6 6 tons. 
2028/402 | GMC engines (mainly Chevrolet) Soh segs at Do. 
(Location—shed 15, center rear.) 
Estimated weight is 614 tons. 
2030/402 | GMC engines (mainly Chev rolet) pd Bo Sat hd Do. 
(Location—shed 15, right-hand rear.) 
Estimated weight is 614 tons. 
2119/402 | Neu regulator voltage (Delco-Remy) .. ..---.| 43 cases, 
(Location—store 2.) 
Estimated weight is 1 tons. 
2121/402 | Neu regulator voltage (Delco-Remy) -...............-.-------.---- 42 cases, 
(Location—store 2.) 
Estimated weight is 14 tons. 
9166/402 | Neu ignition Goll CAM F0g00) .. nnn cee dere cnonetins 14 cases. 
(Loéation—store 2.) 
Estimated weight is 14 ton. 
2225/402 | Snow plows (LV7/AAC): 
Plows first clearance molds. ----... tila naiotinan dbteaenmpe 11, 
Plows second clearance molds............-..-.--- veimhabapell 5. 
(Location—yard 6.) 
Estimated weight is 19 tons. 
2266/402 | Gardner Diesel engines. ..----....-......-.---.--2.-cceneecncce «.| 9 cases, 
(Location—store 10.) 
Estimated weight is 10 tons, 
9267/4028 | ¥. W. Td. Cen TOIII ao ncn hak) on densane ce necesnmepenynas 5 cases. 
(Location—store 10, center.) 
Estimated weight is 234 tons. 
2268/402 | Ford V-8 engines (make: Cansdian)-_..-...-.-.----------------- 30 cases 
(Location—store 10, center front.) 
Estimated weight is 10 tons. 
2269/402 | Neutral engines spares (make: U.S. A.): 
Camshaft brake rear axle (BR 190729). .....-..----------- 3 cases. 
Shoe link front brake (BR 191369) aedied are: 4 cases. 
Spring brake return (BR 191884) - -_....-.----------- 2 cases. 
Brake shoe pin (BR 191002) __-_...-..---------------------- Do. 
Brake shoe return spring (BR 190510)... ...-.------.------ .| 3 cases. 
Spring foot valve (BR 500526) - . ..-.......-.-.-.-.-----.---- 1 case. 
Disc. brake (AG 485). .......-.----------------+------------ Do 
Brake linings and rivets (AG 3356)___..-.---.-...-.---.-.-- Do. 
Hose assembly brake (BR 190583) ..........-.--------------} Do. 
Brake link (FA 160317) __. AEE TREE Do 
Band brush spring (AE 305: aS cRRCENGRIAS, cdl s adh ecalonbeenat | 4 cases. 
Gear reverse (GB 150089)__........----- 3 cases. 
CR SD CRED © 65h cnencens cece ccesscotdesqeneneney | Do, 
Gear differential side (RA 170515) -.......-.....--.-----.--- 4 cases. 
eS Ul Sl ED aes FCC 
Gear low speed (GB 150666). _.._...---.-------- sswsees Do 
Gear drive shaft (CB 150462) SSIS AO SIRES AE 4 cases. 
Band gear (AE 30663) - - ASS Sane bain dioica 2 cases 
Gear (AC 44) piniciebinapts 4 cases. 
| Gear d. h. speed (CB 150613) . \ Ts Ue ae Ao hE 3 cases. 
| Shaft shift (CB 15 a wlastipioinenhdidsiatvedhtaare 1 case. 
Fork gear shaft (CB 150804) : i eee Do 
Gear worm slack (BR 191956). _ ......-------.---- Do 
Gear sliding (CB 160433) Seiwa Do 
Idler shaft gear (AC 2416) Do. 
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Schedule of surplus M. T. spares available for sale at No. 400 Depot, Bilistedt, 
Hamburg—Continued 


Estimated quantity 











Neutral engines spares (make: U.S.A. menace 
Gear differential side (RA 170511) 

Gear worm (AC 1718) it 
Sleeve main shaft__- 

Gear direct drive (CB 15075 2) 


HSC asse soy (CL 113034) 
Plate clutch cover (CL 140019) ss 
Spring pressure clutch (CL 140033) - - 
Clutch pedal stop (AI ) 


Sleeve clutch release 


Estimated we ight is 434 tons. 
Neutral spares (make: 3 : 
Gear and bushing ‘diene (AC 
Sprocket idlers (AG 360) 
Crankshafts (AG 4368) 


aed cam rocker (AG 1: 

Cover gear case (AG 2700) 2 

Sprocket camshaft (RH 473) 

Main inlet (AG 2731)___- <aee 

Gear ring flywheel (AG 3614) __- 

Idler shaft gear (GB 150661) 

Cover assembly nip 

Pipe lubricating (AC 

Adjusting plate cluteh “C "L 140036) 

Disc. assembly rear clutch 

Spring press clutch ; 

Plate clutch adjusting (301- ‘Se-16) __- 

Cover clutch assembly (CL 140097) 

Cover clutch (CL 140046) - 
(Location—store 17, 
Estimated weight is 4 tons. 

Neutral spares (make: U.8. A. 

Shaft transmission idler 

Pilot universal joint f 

Housing asse mbly RR axle_- 


Forks direct overdrive shaft 

Pilot universal joint 

Axle shaft long assembly 

Axle shaft short assembly 

Gear camshaft (AG 2419) _- 

Bearing rocker shaft (AG 111391 

Bolt con rod 22 RD 208 (AG 225 

Gear ring (AG 2069) 

Spring plate flywheel (C L 14084) 

Pistons (AG 3602) 

Manifold assembly exhaust rear (AG 368) 
Distribution assembly (AM 7015 
Bolt con rod (AG 1216) __. 
Shaft cam lever rocker (AG 12 
Clamp oil flinger (UJ 180082) 
Oil filler (AG 1063) ‘ 

) rarm housing (AG 2066) 
Hose air cleaner (AC 2) 
, r ——— air (BR 190266) 


E stim: ated we ight is 254 tons 
Neutral spares (make: U 
Adaptor manifold 
Exhaust manifold (AG 2732) 
Exhaust manifold rear (AG 2067 
Exhaust manifold front (AG 2099) 
Armature (AE 31120 
Armature generator ( 
Nut bearing wheel 


Bolt and nut assembly 
Frame generator (AE 30633 


Water manifold front (AG 2 


6 cases. 
Do. 
1 case. 
10 cases, 
1 case. 
| Do, 
10 cases. 
5 Cas 
4 cases. 
1 case. 
2 cases. 
Do. 
1 case. 
Do. 





2 cases. 
1 case. 
Do. 
5 cases. 
1 case. 
Do. 
6 cases. 
3 cases. 
1 case. 
Do. 
Do. 
Do. 
4 cases. 
1 case. 
4 cases. 
1 case. 
Do. 
2 cases 
1 case. 
2 cases. 
1 case. 
4 cases. 
5 cases. 


3 cases. 
11 cases 
10 cases. 
6 cases 
7 cases. 
5 cases. 
1 case 
Do. 
Do 
» cases, 
5 cases 
6 cases, 
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Schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 
Hamburg—Continued 


Lot No Description Estimated quantity 


2275/402 | Neutral spares (make U.S. A.)—Continued 








Water pump pulley (AG 1312) 9 cases 
Hub water pump (AG 2385) 1 case 
Impellors (AG 1626) 2 cases 
Packing water pump (AG 2324) 1 case 
Water pump gland (AG 2373) 2 cases 

(Location—store 17, left-hand front.) 

Estimated weight is 34 tons. 

2273/402 | Neutral spares (make: U. S. A. 

Gasket cylinder head (AG 115 55) 7 cases 
Gasket lubricating pipe (AG 1248) 1 case 
Gasket axle shaft Do 
Gasket bearing retainer 2 cases 
Gasket water pump (AG 2417) 3 cases 
Gasket differential carrier plug (RA 170375) 1 case 
Gasket gear cover case (AG 1187) 2 cases 
Gasket worm and cap (AG 500) 1 case 
Gasket flange air (BR 192088) Do 
Gasket differential carrier housing (RA 170724) Do 
Gasket declutch shaft (GB 150581) Do 
Casket fuel injection (AG 110764 Do 
Gasket water outlet (AG 2324 Do 
Gasket oil pan (AG 2718) Do 
Gasket cover plate (AG 3606 Do 
Gasket axle shaft drive (FA 160670 Do 
Gasket oil pan (AG 1268) Do 
Gasket cylinder head cover (AG 306 Do 
Bulb tail lamp (AL 20008 6 cases 
Screw bearing cap to crankease (AG 3031 1 case 
Switch (AE 30446 6 cases 
Switch (AE 30963 1 case 
Regulator assembly volt (AE 30084 2 cases 
Switch magnetic starter ( = 30543 Do 
Brush set motor ( AE Si$? Do 
Black out mask (A(¢ 79 Do 
Stud terminal (AE 5003 std 1 case 
Screw pole piece AE 30531 Do 
Plate commutator (AE 30658 Do 
Fan generator regulator (A E 30960 Do 
Gear ring flywheel (AG iI 32 s causes 
Armature (AE 30484 1 case 
Alt ter (AE 39965 Do 
rerminal coil fula connector (A E 30375 Do 
Coil RH to br ish (AE 30431 Do 
Frame commutator end (AE 30938 Do 

(Location-—store 17, left-hand center 

Estimated weight is 2 tons 

2274/402 | Neutral spares (make: U.S. A 

Case chain (AG 3611 ® cases 
Connecting rods (AG 2375 2 cases 
Cover sidings housing (F A 160518 8 cases 
Spider differential (RA 17042 6 case 
Seal oil case cover (AG 2334 1 case 
Seal oil shaft (AG 30030 2 cases 
Housing bushing and oil (AG 111002 Do 
Seal assembly mainshaft bearing (GB 150209 Do 
Pinion oil seal (FA 160524 s case 
Seal assembly oi!, axle shaft 2 case 
Felt front wheel bearing Do 
Retainer rear wheel bearing 3 cases 


Felt front wheel bearing oil seal 
Oil seal assembly front wheel (FA 160091 


L i; 
Z 


Seal assembly oil pinion shaft (RA 170719 4 cases 
Filter oi! (AG 111419 , cases 
Cap distributor (AM 70139 2 case 
Piston and stud (AG 2713 Do 
Strainer oi] pump (AG 363» l case 
Fan bracket (AG 364 Do 
Studs cylinder head (AG 1266 2 cases 
Cylinder assembly booster (BR 191841 1 case 
Flywheel assembly (AG 3615 2 cases. 
Thermostat (AG 3625 1 cast 
Fitting pipe plug (AN 41272 Do 
Crankshaft (AG 2740 4 cases 


(Loeation—store 17, left-hand center 
Estimated weight is 316 tons 


2275/402 | Neutral spares (make U.S. A:) 
Motor drive bushing st arter AE 30800 Deo 
Switch starter (AE 3079) 2 cases 
Frame commutator end (AE 31003 Do 
Motor starter shaft (A E 30290 1 cause 
Starting motor assembly (AE 30857 5 cases 


Housing starter motor drive (AE 30392 4 cases 
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edt, e Schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 
4 Hamburg—Continued 
Lot No. Description Estimated quantity 
975/402 | Neutral spares (make U. 8. A.)—Continued 
_ Starter (AE 31644 8 cases. 
Starter armature (AE 30502 - 1 case 
Regulator voltage unit a 2 cases 
Cable hook (AG 778 1 case 
Armature 2 cases 
Frame commutator end (AE 30285 1 case 
Lining assembly suction oil] pump (AG 2720 Do 
Gear flywheel ring (AG 270s « Do 
Cover ignition (AG 1601 Do. 
Ignition cof assembly (A M 70111 6 cases. 
Band commutator cover (AE 31274 1 case 
Lamp head (AL 20073 8 cases. 
Pole piece (AE 30475 1 case 
(Location—-store 17. left-hand center 
Estimated weight is 2 tons 
2276/402 | Neutral spares (make: U.S. A 
Cross assembly propeller shaft (UJ 180230 3 cases 
T hrough shaft axle rear (RA 17074! 4 cases 
Cage universal joint 3 cases 
Cap assembly through shaft (RA 170422 Do 
Yoke sleeve assembly (1 ISOL76 2 cases 
Yoke tie rod 5 cases 
Shaft (GB 150°07 1 case 
Rear axle shaft assembly (RA 70732 2 cases 
Bearing nut van nut wheel (FA 160247 1 case 
Shaft assembly (GB 150606 5 cases 
Center cross propeller shaft (UJ 18045 1 case 
Shaft axle 6 cases 
Ring adjusting 4 cases 
Studs assembly axle wheel 1 case 
Shaft (GB 150701 4 cases 
Case and cover transfer (GB 1507 1 case 
Cap, transfer idler shaft (GB 150071 2 cases 
Stub hub RH rear wheel (RA 170755 7 cases 
Bolt, differential case (RA 170589 l case 
Ball, universal joint (F A 160260 2 cases 
Spider, differential (F A—160689 1 case 
Packing, universal joint (FA 160711 Do 
Case assembly, differential 4 cases 
Boom, cable (AG 7% 1 case 
Pulley (AG 1367 [D> 
Armature, starting motor (AF 30052 10 case 
Lens, headlamp (AL 1 case 
Regulator, voltace (AE 30909 6 cases 
Location— store 17, left-hand center 
Estimated weight is 4 tor 
2277402 Neutral spares (make: U.S.A 
lirect and cover driver (GB 1542¢ 1 case 
Armature (AG 3277 2 case 
Armature assembly (AE 30674 3} Cases 
Armature (AE 31020 2 cases 
Air cylinder block comp (BR 191172 1 case 
Piston, 010 air compressor 2 eases 
, cap w/springs (BR 192093 Do 
Head, compressor cylinder (BR 191288 Do 
Pulley, air compressor (AG 2676 Do 
Head, cylinder compressor (BR 190819 Do 
| Fittings, compressor (BR 190662 1 case 
Spindle fans C 15190 (AG 453 2 case 
Low, reverse speed (GB 150434 6 Cases 
Lever and bushing (AG 216¢ 4 cases 
Shaft, P. T. O. (GB 150080 2 cases 
Hose assembly (BR 190423 Do 
Plate, connecting lock (AG 129 1 case 
Pulley, fan drive (AG 3624 4 cases 
Adaptor tube assembly (BR 191036 1 case 
Belts, set fan (AG 1649 2 cases 
Cover, breather housings (AG 1250 1 case 
Lever, asse™n bly rocker bushing 3 cases 
Rod, injector push (AG 123i 4 cases 
Shaft and collar, fuel-pump drive (AC 111627 1 case 
Cover, fuel pump (AC 170770 2 cases 
Lever and bushing, injector 1 case 
Body, pump (AC 11046) ; Do 
Nut, ball sleeve (AN 41233 3 cases 
Rollers, injection cam 1 case 
Roller, lever rocker (AG 1242 Do 
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Schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 

















Hambur Continued | 
! | a = 
Lot No. Description | Estimated wily 
| 
2277/402 { Neutral spares (make: U.S. A.)—Continued 
Bearing, universal joint (UJ 180033) _ - - ...| 4 cases. 
Felt, center bearing case _- a 5 = ae 1 case. 
Cover, spur pinion bearing (RA 170421) _- . besacanes Do. 
Bearing assembly, joint (UJ 180231) __ neaccepel a 
Bearing assembly (AG 1289) _. : Do. 
Cover assembly, bearing (UJ 180004) _ __ ‘ ----| 1 case. 
Needle cup assembly (UJ 180143) .-.-| 2 cases. 


(Location—store 17, left-hand center.) _ 
Estimated weight is 3 tons. 
2278/402 | Neutral spares (make: U. 8. A.): 


Gear, differential (RA 1707 08) APOE Sept Wd nt SE 6 -| 6 cases. 


Clamp, torque rod end (RA 170146) ---| 5 cases 
Stud, hub |, h. rear wheel (RA 170754) ___-. i i Do. 
Pinion and shaft (RA 170536) _.. = a Do. 
Gear (GB 150745) ee ; --| 9 cases. 
Gear asseinbly (GB 150250) .-| 6 cases. 
Gear, main shaft and speed (( +B 150898) Do 
Retainer, rear wheel bearing (RA 170716) __- ; 9 cases. 


Shaft assembly, front axle, short (F A 160229) 
(Location—store 17, left-hand front.) 
Estimated weight is 3\ tons. 

2279/402 | Neutral spares (make: U. S. A.): 


----| 7 cases. 


| Support assembly driving pinion -.----- ...-| 8 cases. 

| Grease retainer (RA 170694) ora 

| Housing rear axle r. h. (RA 170703) .---- 1 case. 

} Rod torque (RA 170429)_..___- poadnrity, : 10 cases. 

| Gear differential side. . behews F _.| 2 cases. 
Wheel bearing oil seal assembly sate | Do. 

| Shaft through rear axle (RA 170350) - - - - : 1 case. 

| Chamber brake assembly rear +. _..| 7 cases. 

| Shoe bushing assembly brake | 17 cases. 

| Piston and piston rod power cylinder-__- ...| 1 case. 

| Bushing front brake shoe : Do. 

| Steering knuckle hanger assembly 4 cases. 

| Spring drag link pace ; 1 case. 

| Plug drag link (FA 160349) _____- 2 cases. 

} Plug drag link (F A 160320) -.__. ¥2 1 case. 

Seal shaft cover rear___..- . Do. 

| Shaft sliding clutch..........-- ae se Do 

Stud axle shaft. -........-- = al Do. 

| Spider differential. ..............----- ; 5 cases. 
Crown wheel = cae : | 2 cases. 

} Case differential r. h. (RA 170523).__. E .| 3 cases. 

| Case differential assembly 1. h. (RA 170524) -_- r 1 case. 

| Hub drum assembly (AG 1679) ; .-| 1 case and 14 uncased. 


(Location—store 17, left-hand center.) 
Estimated — is 444 tons. 
2280/402 | Neutral spares (make: U. 8S. A.): 


Purolator subassembly — | 3 cases. 
| Gasket manifold exhaust --. ; . | 2 cases. 
Gaskets valve cover_. } 1 case. 
Idler shaft oil pump ene | Do. 
| Oil pump assembly (AG 3634) - Do. 
| Oil pump assembly (A G 2739) __- 2 cases. 
| Main discharge pipe oil | 4 cases. 
Gear tube pump idler wis 1 case. 
| Pin idler gear ; ‘ 7 Do. 
| Spring valve___- icevawawes ----.-| 7 Cases. 
} Brake band iain : 6 cases. 
Fl: ra steering knuckle assembly - - - - - | 11 cases. 
| Oil seal = 1 case. 
| oni yoke ts : saa Do. 
} Housing clutch Letdadadeioe ‘ _...| 7 cases. 
} Driven disk hub - eet: ; 3 cases. 
Disk clutch assembly... = _...| 5 eases. 
| Union nut (AN 41224) = ; 1 case. 
Generator assembly (AE 30983)... .---- sel Do. 
Cap assembly fuel tank filler - - - , 2 cases. 
Head drive end generator 1 case. 
Armature assembly generator (AE 31018) Do. 
| Armature generator (AE 31053)... .-_- .-| 5 cases. 
| Screw bearing cap (UJ 180070) _.| 2 cases. 
} Cleaner without bracket bath (AC 110777) , 22 cases. 
| Shoe assembly brake (BR 190450) ~ 4 __| 5 cases. 
| Bushing RR brake spider assembly - - - . ..| lease. 
Carburettor assembly (AC 110277) __----. 6 cases. 
Reservoir air (rear) 4 cases. 
Cap spur pinion bearing (F A 160313) 3 cases. 
W heel cylinder assembly hydraulic brake ; 2 cases. 
Lining brake forward r. wheel 1 case. 


Spring front brake shoe (BR 191008) -_- 2 cases. 
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¢ 

pedi, ) schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 
ry Hamburg—Continued 

Be ae. ee ‘ae i 


Lot No. | Description Estimated quantity 


2220/402 | Neutral spares (make: U.S. A.)—Continued 


Hose flexible front axle (BR 171718)___.__ -__-..___- mee 1 case. 

Shaft worm front slack adjuster (BR 191958) _. n : Do 
Yoke assembly (AG 544). Do. 
Pin shear (AG 2746) Do. 


(Location—store 17, left-hand center.) 
Estimated weight is 444 tons. 
2281/402 | Neutral spares (make: U. S. A.): 


Insulator cranking motor (AE 30666 1 case 
Yoke flange (UJ 180020) 4 cases 
Universal joint winch take-off 1 case 
Universal joint assembly (F A 160596) 5 cases 
Key and torque rod draw (FA 160010 2 cases 
Worm 1. h. front winch : Do 
Adjuster front slack r. h. (BR 191429) __ : Do. 
Drive shaft winch assembly (AG 1714 1 case 
Lever and bush assembly valve cam roc k_. 4 cases 
Body inlet valve foot valve 2 cases 


Guide assembly valve t: appet (AG 3596 : Do. 


——— valve exhaust (AC 2341) 1 case 
Valve assembly conversion (BR 191160 2 cases 
Hook pintle ‘ ae 1 case. 
Windshield assembly a Do. 
Sprocket camshaft 20 RM — 2 cases. 
Roller lever (AG 1229) 1 case. 
Body water pump (AG 1640) _- Do. 
Guides intake valve Do. 
Bow] assembly carburetor 2 cases 
Rod exhaust push : 3 cases. 
Petrol pump base (F DR 924825) 5 cases 
Manifold exhaust center section 12 cases 
Guide assembly valve tappet (AG 3598 4 cases 
Bearing con rod stud (AG 2071) 1 case. 
Water pump coupling (AG 439) : Do 
Manifold water rear (AG 2103) Do 
Head cylinder with valve, etc. (AG 1109)_- F Do 
Stud main bearing Do. 
Lining winch brake (AG 498 2 cases 
Sprockets accessory drive (AG 342 3 cases 
Gasket oil filter . 1 case 
Rope guard (AG 3355) Do 
Bearing con rod 010 u/s 2 cases. 
Bushing cam shaft (AG 1158 1 case 
Gasket manifold (AG 378) : 2 cases 
Water manifold 2 cases 
lachometer D-6037_.._. Do 
Rear cover plate Do 
Camshafts 22R1500 9 cases 
Adjuster drag link (AG 196) 2 cases 
Plate side rack 1 case 
Gage fuel pressure (AG 1644 Do. 
Thermostat (AG 2155)__. 3 “ Do 
Connecting link ball joint nut. (AG 220 2 cases 
Sprockets clutch 1 case 
(Location—store 17, left-hand center 
Estimated weight is 444 tons 
2282/402 Neutral spares (make: U.S. A.) 
Shaft assembly axle (FA 160042 Do 
Seal shaft cover (RA 170007 Do 
Screw adjusting set (BR 190667) _- Do. 
Pin securing (AC 110569) __.-- Do 
Valve foot (BR 190537) _ _- Do 
Gage fuel temp. (AG 4019) ___- Do 
Governor control (AG 111001 2 cases 
Valves intake (D 26 D 3) 3 cases 
Chains sprocket drive 20 RH 416 4 cases. 
Spring drag link Do. 
‘amshaft rear brake (BR 191637 2 cases 
Switch starter __ Do. 
Pillow block assembly (UJ 180008) ___- Do 
Cover dise assembly ind. distributor Do. 
Gasket housing and carrier (F A 160274) _-- Do. 
Gasket carrier top cover Do 
Hub assembly and knuckle assembly 4 cases 
Nut assembly front wheel bearing adjuster 1 case 
Spring clutch (CL 140049 Do 
Gasket shaft housing Do 
Cage spur pinion bearing- ; Do. 
Washer cork sleeve yoke (UJ 180043) ___- Do 
Cover assembly thru shaft___.-. Lo. 
Generator fan pulley P 2 cases 
Flange companion forw ard (UJ 180734 4 cases 
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Schedule of surplus M. T. spares available for sale 


Lot No. 


2282/402 


ree 


rs 


42 
4()2 
4()2 
402 
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Hamburg—Continued 


Description 


Neutral spares (make U.S. A.)—Continued 


Armature 
Lining brake shoes (BR 191638) 
Socket assembly trunnion (FA 160699 
Connection assembly fuel inlet 
Tappet valve (AWE 22 RI 207) 
Adjust front L H. slack 
Knuckle assembly steering (F A 160149 
End tie rod RH 
Cap assembly thru shaft front (RA 170423 
Nut differential bearing adjuster 
Sleeve clutch release (C L 140037 
Pin steering knuckle 
Shaft assembly axle (FA 160043 
Yoke flange (UJ 180019) 
Cap bearing universal joint (UJ 180045 
Flange steering (FA 160404 
Shaft lever stud (FA 160222 
Yoke flange (U L 180021 
Frame generator drive end 
Voltage regulator. 
Various items 
(Location—store 2, right-hand rear 


Estimated weight is 5 tons 





Neutral spares (make: U.S. A 


Shoes brake (BR 191342 

Shoes bushing assembly br ike 

Shoe lining front (BR 191370 

Master cylinder assembly hydraulic 
Plate chamber nonpressure 

Cage differential (RA 170420 

Gear differential pinion (RA.170514 
Sleeve assembly clutch release 
Spring clutch (CL 140090 

‘rankshaft air compressor (BR 191313 
Retainer sleeve clutch 

Gear differential side (RA 170693 
Pinion gear (RA 170144 

Spur pinion 7.333 ratio (RA 170 
Oil seal pinion shaft (FA 160340 
Seal (FA 160399) 

Clutch pressure ring (CL 142124 
Valves intake (D 26D 3 

Chain sprocket drive 20 RM 416 
Gasket oil pan 

Rod intake push (AG 1232 

Nut adjust sleeve lock (UJ 180084 


Oil pan screen (AG 2105 











Various items 
(Location store 2, right-hand rear 
k ted weight is 4 tons 

eutral spares (make: U.S. A 

Drum brake 

Spring (CL 140173 

Front brake chamber 

Felt rear whee] bearin 

( oller assembly foot electric 

l front brake shoe (BR 191368 





Bracket camshaft 1. ! forward r. h. re 
Adjusting nut 

Differential side gear (F A 160672). 

Air pressure plate 





Ring piston air compressor 020 
Valve eck 

Lever master evlinder (BR 161764 
Diaphragm front axle brake 
Various items 


Location—store, right-hand center 
Estimated weight is 2 tons 


Neutral spares (mak U.S.A 


Connecting rod assembly (AG 1215) 

Socket trunnion (FA 160285 

Air compressor assembly (BR 191114 
Location—store 2, right-hand cent 
<stimated wieght is 244 tons 

ral spare make: U.S. A 

{ace universal joint shaft outer (FA 160346 

cylinder unit (AG 2734) 

ump assembly water (AG 1119 

’ressure plate (CL 140059 
Location—store 2, right-hand center 


Estimated weight is 346 tons 








at No. 


a mes 


1) Cases 


,00 Depot, Billstedt, 


Estimated quantity 


cases 
cases 
cases 
Cast 
cases 
Do 
Do 
cases 
cases 
Do 
ey 
Do 
cases 
cases 
Do 
case 
iSeS 
Case 
ses 
Cast 
is 
cases 
{ s~S 
cases 





Causes 
Do 

cast 

Cast 


Do 
44 CUSt 
10 case 
2 Cast 
21 cas 

Do 








itedt, 
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Schedule of surplus M. T. spares available for sale at No. 


FORK 402 


2989/40) 


291/402 


2292/402 


2293/402 
294/402 
2295/402 


Hamburg—Continued 
Description 


Neutral spares (make: U. 8. A.) 
Shaft assembly axle short (RA 170993 
Shoe assembly brake forward (BR 191760 
Generator assembly (AE 30907 
Rod assembly torque (RA 170169) 
Camshaft engine (AG 1251 
(Location—store 2, right-hand center 
Estimated weight is 3 ton 
Neutral spares (make: U.S. A 
Head cylinder (AE 2735 
Shaft assembly axle long (FA 160280 
Shaft assembly rear axle long 
(Location—store 2, right-hand center 
Estimated weight is 344 tons 
Neutral spares (make: U.8. A 
Pan oil (AG 2733 
Shaft assembly rear axle long 
(Location—store 2, right-hand front 
Estimated weight is 3 tons 
Neutral spares (make: U.S. / 
RR brake drum (BR 191009) 
Spring rear seat assembly (RA 170424 
Spring clutch outer (part No. CL 14006 
ube ring spring seat connection (RA 170418 
Headlight black-out mas! ly (AL 20091 
(Location—store 2, 1 I 
Estimated weight is 
Jeep axle shafts 
Location—bay 4 center 
Estimated weight is 354 tons 
Jacks hydraulic 
Location—store 10, room 4, left-hand 
Estimated weight is 24 tons 
Jacks lifting 
Location—store 10, 
Estimated weight is 4 tons 
(rrease guns, etc 
Crease guns 
Can oil pump and hose 
Can oil 
{ 
{ 










left-har 


jun oil 
jun lubricating 
(Location—store 10, r 
Estimated weight is 544 tor 

Sundry and mixed spares 

Shock absorber 

Silencer 

Spanners, socket 

Generators 

Dynamo 

Lamps and lamp assembly 

Lamps, black-out 

Windows 

Control seals 

Adapter 

Oil filter and oil pum; 

Regulator 

(rear steering 

Gear bevel 

Magnetos 

Coil booster assembly 

Pad rebound and assembly 

Water pumps 

Starters 

Motor, power 

Tank lower left 

rank fuel 

lank water 

Flexible pipes 
Flexible spout 
I 
C 
P 


om 4 


lexible tubing 
lutch plates 
late, pressure 
Clutch cover 
Extinguishers, firs 
Brake shoes, plates and linings 
Batteries 
Distributor 


(Compressor 


Bungs 
Webbing 
Generators 
Chain skid 


319 
400 Depot, Billstedt, 


Estimated quantity 


) cases 


} cases 


sY¥ Cases 


cases 


3 cases 


cases 


cases 


) cases and 30 uncased 


18 cases 


5/ Cases and 2 


25 uncased 


3] cases and 43 uncased 
18 cases 

12 cases 

& cases 

13 cases. 

15 cases, 
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Schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 


Lot No. 


Hamburg—Continued 





Description 





2296/402 


2297/402 


2298/402 


| 





2299/402 | 


2300/402 


2301/402 


2302/402 


2303/402 


2304/402 


2305/402 


Armatnres, distributors, ete.—continued 
Lamps. ...... aaslet 
CORN cs sends 
Horns 
Defroster 
Oil filter 
Various items Foo 

(Location—store 5, right-hand.) 
Estimated weight is 16 tons. 

Shock absorbers: 

Shock absorbers 

Link shock absorbers ‘aia 
(Location—store 5, left-hand.) 
Estimated weight is 6% tons. 

Sundry spares: 

Head lamps a 
Spot lamp assembly-_- 
Oil filter nail 
Belt driving fan 
(Location—store 5, left-hand.) 
Estimated weight is 2 tons. 
Sundry spares: 
Cylinder block liner_- 
Spanner 
Clutch plates 
Steering parts __ 
Steering box assembly 
Brake shoes . ; 
Gear box : i 
Water tank ; 
Propeller shaft 
Differential box 
Coupling steering shaft 
Cylinder head 
Water pumps 
Various items 
(Location—store 6, left-hand rear.) 
Estimated weight is 434 tons. 
Ford water pump and inlets: 
Water pump 
Pipe radiator inlet 
Hose water pump inlet 
(Location—store 14, left-hand.) 
Estimated weight is 3 tons. 
Sundry Ford spares: 
End spindle connecting 
Rod assembly steering 
Lever gear shaft assembly - . 
Adapter running board 
(Location—store 14, left-hand.) 
Estimated weight is 4 tons. 
Ford clutch facing and rivet sets 
(Location—store 14, left-hand.) 
Estimated weight is 4 tons. 
Spanners, screwdrivers, etc.: 
Spanners . 
Screwdrivers. 
Saws 
Chisels 
Tin snips 
Air hoses 
(Location—store 10, room 3.) 
Estimated weight is 614 tons. 
Starters, various voltages 
(Location—store 2, right-hand rear.) 
Estimated weight is 284 tons. 

Dynamos, various voltages - 

(Location—store 2, right-hand rear.) 
Estimated weight is 4 tons. 
Armatures, distributors, ete.: 

Regulator 

Ammeter 

Generator. . 

Armature 

Filter ignition. 

Filter unit 

Ignition coil 

Magneto matchless 

Magneto. -- 

Magneto anticlock . 





Estimated quantity 





3 cases. 

4 cases. 

2 cases. 

3 cases. 

2 cases. 
55 cases. 


106 cases. 
8 cases. 


36 cases. 
3 cases 
8 cases. 
14 cases. 


1 case. 
15 cases. 
1 case. 

5 cases. 
24 cases. 
8 cases. 


| 4 cases. 


2 cases. 
6 cases. 
2 cases. 
Do. 
5 cases. 
2 cases 
52 cases. 


44 cases. 
26 cases. 


23 cases. 





p42 cases. 
29 cases. 
28 cases. 


127 cases. 


145 cases. 

2 cases. 

1 case 
Do. 

3 cases. 

1 case. 


62 cases. 


SO cases. 


7 cases. 
3 cases. 
8 cases. 
39 cases. 


| 
| 2 cases. 
6 cases. 
} 8 cases. 
| 1 case. 
5 cases. 


' 1 ease. 








~_ 
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Schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 





Lot No. | 





2305/402 


2306/402 


2307/402 


Hamburg—Continued 


Description 





2308/402 | 


2309/402 


2310/402 


2311/402 


2312/402 


2313/402 


2314/402 


2315/402 


2316/402 


2317/402 


2318/402 | 


2319/402 | 


2320/402 | 


2321/402 


2322/402 


2323/402 


2324/402 


2325/402 


2326/402 


327/402 


2328/402 | 


2329/402 


2330/402 


Armatures, ds ributoss, etc.—Continued 
Mag dynamo 
Magneto crown wheel- 
Distributor 
(Location—store 2, right-hand rear 
Estimated weight is 434 tons. 
Ford front axles. - - 
(Location—bay 2.) 
Estimated weight is 12 tons 
Ford rear axles 
(Location—bay 2.) 
Estimated weight is 12 tons. 
Ford front axles - - - : 
(Location—bay 2.) 
Estimated weight is 11% tons. 
Dodge rear axles 
(Location—bay 2. 
Estimated weight is 10 tons. 
Dodge whee! rims. 
(Location—bay 4, left. .) 
Estimated weight is 5% tons, 
Dodge wheel rims. s 
(Location—bay 4, left.) 
Estimated weight is 5} 
Dodge wheel rims - soit co 
(Location—bay 4, left.) 
Estimated weight is 54 tons. 
Dodge wheel rims.- . 
(Location—bay 4, left.) 
Estimated weight is 54 tons. 
Dodge wheel rims... 
(Location—bay 4, left.) 
Estimated weight is 514 
Dodge wheel rims. . é 
(Location—outside store 7 
Estimated weight is 544 tons. 
Dodge wheel rims_ . 
(Location—outside store 7 
Estimated weight is 5'4 tons, 


@ tons. 


tons. 


Ford shaft front axle assembly (CI1Q 3351A2) (origin: Canadian) -| 


(Location—store 10, left.) 
Estimated weight is 3 tons 

Ford shaft front axle assembly (CIIQ 3351A2) (origin: Canadian) 
(Location—store 10, left.) 

Estimated weight is 3 tons. 

Ford shaft front axle assembly (C IQ 3351A2) (origin: 
(Location—store 10, left 
Estimated weight is 3 tons. 

Ford shaft front axle assembly (CI1Q 3351 A2) (origin: Canadian) 
(Location—store 10, left.) 

Estimated weight is 3 tons. 

Ford shaft front axle assembly (C11Q 3351A2) (origin: Canadian) 
(Location—store 10, left.) 

Estimated weight is 3 tons. 

Ford shaft front axle assembly (CITQ 3351 A2) (origin: Canadian) 
(Location—store 10, left.) 

Estimated weight is 3 tons. 

Ford shaft front axle assembly (CIIQ 3351A2) (origin: Canadian) 
(Location—store 10, left-hand center.) 
Estimated weight is 334 tons. 

Ford case assembly differential carrier (origin: 
(Location—store 10, left-hand front.) 
Estimated weight is 334 tons 


Canadian) 


Canacian) - 


Ford universal joint assembly (C101W 4600 A) (origin: 
Canadian). 
(Location—store 10, left-hand front.) 
Estimated weight is 24¢ tons. 
Ford universal joint assembly (C101W 4600 A) (origin: 


Canadian). 
(Location—store 10, left-hand front.) 
Estimated weight is 244 tons. 
GMC Chevrolet engines (origin: Canadian) 
(Location—store 20.) 
Estimated weight is 634 tons. 
GMC Chevrolet engines (origin: Canadian) 
ot se oa store 20.) 
Estimated weight is 634 tons. 
GMC Chevrolet engines (origin: Canadian) 
(Location—store 20.) 


Estimated weight is 634 tons. 
GMC Chevrolet engines (origin: 

(Location—store 20.) 

Estimated weight is 634 tons. 


Canadian) ........-. 


Estimated quantity 





11 cases, 
1 case. 
20 cases. 


30 cases 


Do. 


Do. 


Do 


240 uncased. 


Do. 


Do. 


Do. 


Do. 


Do. 


Do. 


110 in 110 cases 


Do. 


Do. 


Do 


Do. 


Do. 


93 in 70 cases and 37 uncased. 


160 in 97 cases. 


132 in 27 cases and 68 uncased. 


112 in 27 cases and 68 uncased. 


20 cases. 


Do. 


Do. 


Do. 
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Schedule of surplus M. T. spares available for sale at No. 400 Depot, Billstedt, 
Hamburg—Continued 


Lot No. | Description ' Estimated quantity 
2331/402 | GMC Chevrolet engines (origin: Canadian) Do. 
(Location—store 20 
Estimated weight is 634 tons 
2332/402 | GMC Chevrolet engines (origin: Canadian) Do 


(Location—store 20 
Estimated weight is 634 tons. 


OFFER TO PURCHASI 


To: His Britannic Majesty’s Ministry of Supply, Directorate of Sales, (Mohlen- 
hof, Burchardstr. 17), ¢/o Commissioner's Office, Hansestadt Hamburg, 
B. A. O. R. 3. 

The undersigned hereinafter called the Contractor hereby offers to purchase 
and take delivery of the goods specified in the Schedule GER/232 and quoted for 
in the Offer to Purchase overleaf (to the extent of which you may determine in 
accepting this offer), at the price set forth by the contractor in the said offer, 
and in the following currency or currencies: 4 Se. aes 

The Contractor hereby agrees to be bound by the Notices and Special Condi- 
tions of Sale set forth in the Schedule and by the terms of Form “A” dated 
Ist January 1951, which he confirms as having been read by him. 

The prices offered are based upon assistance to the extent available not’ being 
given by the Authority for packing, loading etc. (see Condition 5 of Form “A”), 

The Contractor agrees to remove the stores sold to him within a period 
of __-.____--__-__--._--. from the date of acceptance of offer. 

CO) aa DEAE fe rink eee ie = 


(Signature of Contractor) 
(Full name of Firm in CAPITAL LETTERS) 


(Address) : 


(Telegraphic address) 


: aa (Telephone No. ) 


( Witness ‘. 


~ (Address ) 


Amount offered for the 
goods subject to No 4 
of Conditions of Sale 


Lot No. Location Description in Form “A dated 
January 1, 1951 


In figures In words 





1 Strike out “not” if assistance is desired. 
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Nore.—The following particulars must be inserted: 
Country to which goods will be exported: ss ee et CIS ee 
If delivery is required other than to Hamburg Docks the Port or Frontier 
town should be stated here: 4 Ae Pe ; 
(See Condition 6 (d) on front pages of schedule regarding port of shipment.) 
In the event of my/our tender for any M. T. spares being successful I/we 
undertake not to reimport them into the United Kingdom. 
"4 Signature of contrat tor) 
(Date) 
DEPOT PERMIT 
To be retained by the depot custodian—Available for one visit only 


Mr * is hereby authorized to enter No. 400 depot, 
Diineberg, for the purpose of inspecting the stores listed on schedule GER/232 
only, during recognized business hours as under 

Monday to Friday, 8 a. m. to 12 noon and 1 p. m. to 4:30 p. m.; Saturday, 


S a.m. to 12 noon 
DIRECTORATE OF SALES, MINISTRY OF SUPPLY 
(For Director of Sales). 


DEPOT PERMIT 

To be retained by the depot custodian—Available for one visit only 
eT Se : _......’ is hereby authorized to enter No. 402 depot, 
Berceliusstrasse, Hamburg, for the purpose of inspecting the stores listed on 

schedule GER/232 only, during recognized business hours as under— 
Monday to Friday, 8 a. m. to 12 noon and 1 p. m. to 4:30 p. m.; Saturday, 
8 a. m. to 12 noon. 
DIRECTORATE OF SALES, MINISTRY OF SUPPLY 
(For Director of Sales). 

Mr. Bonner. When did these transactions take place with the 
British Ministry ? 

Mr. Rappaport. Why, there were at least three or four of such trans- 
actions which took place during May of 1950 and the other dates 
throughout the balance of 1950. 

Mr. Bonner. The balance of 1950? 

Mr. Rappaport. That is right. 

Mr. Bonner. With whom were they negotiated ? 

Mr. Rappaport. The British Ministry is what I have always desig 
natea. 

Mr. Bonner. Do you know the name of the man you negotiated 
with? 

Mr. Rarrarorr. The man I met who was in charge was a Mr. Bagel. 

Mr. Bonner. Mr. who? 

Mr. Rapparorr. Mr. Bagel. 

Mr. Bonner. Can you recall approximately the last date of any of 
these transactions ? 

Mr. Rapparort. Shipments are only arriving now, but I believe the 
last date of any of those transactions would have been in October or 
November of 1950. 

Mr. Bonner. October or November 1950? 

Mr. Rapravorr. Yes. 

Mr. Bonner. What type of surplus has your business acquired from 
the British Ministry of Supply? 


1To be completed by the visitor 
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Mr. Rappaport. Well, we are interested typically in the type of 
parts that have some interchange or replacement value against any of 
the vehicles that are still in use. Some of them will. Also, Canadian 
or British type truck for which we have some market today, particu- 
larly, in export, and some of them will interchange with our Ameri- 
-an type of vehicles. 

Mr. Bonner. They are not entirely scrap or salvage, are they ? 

Mr. Rappaport. No. 

Mr. Bonner. You stated that you would supply for the subcommit- 
tee record the total amount of business you have done with the British 
Ministry of Supply and with STEG and Dawson? (See exhibit 33.) 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. Has your company acquired United States built mili- 
tary vehicles or vehicle parts from C. J. Fox, London, England? 

Mr. Rappaport. Yes; we did. 

Mr. Bonner. What time, approximately ? 

Mr. Rappaport. That also would be on my brother’s last visit. 

Mr. Bonner. Since May of 1950? 

Mr. Rappaport. Yes; it would be in October or November of 1950. 

Mr. Bonner. Do you remember the type of material you bought 
from this company 4 

Mr. Rarrarorr. Yes. For the most part they were new parts for 
the marine engines and industrial engines, mostly built by Ghayillex. 

Mr. Bonner. They were new parts! 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. Do you recall the amount of this transaction, these 
transactions. 

Mr. Raprarort. C. J. Fox, I believe, ran just under $30,000. 

Mr. Bonner. Has your business acquired United States built vehi- 
cles or parts from either of the following: La Croix, Paris? 

Mr. Rappaport. Yes. 

Mr. Bonner. Jamet & Sons? 

Mr. Rappaport. Yes. 

Mr. Bonner. Borschert & Nittzzan? 

Mr. Rappaport. Correct; yes, sir. 

Mr. Bonner. And also SIRA ? 

Mr. Rappaport. Right. 

Mr. Bonner. So you purchased from all of these ? 

Mr. Rappaport. Yes, we have. 

Mr. Bonner. You do not recall from memory the amount of these 
purchases ? 

Mr. Rappavort. I do not think my guess would be too far off. 

Mr. Bonner. But the first, La Croix? 

Mr. Rappaport. La Croix would be in the vicinity of $10,000. 

Mr. Bonner. Jamet ? 

Mr. Rappaport. Jamet about sx or seven thousand dollars. 

Mr. Bonner. Borschert? 

Mr. Rappaport. Borschert Nittzzan, about $20,000 and SIRA some- 
thing under $10,000. 

Mr. Bonner. But you will secure for the record the actual figures? 

Mr. Rappaport. Yes, I will. 
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(The information requested, marked “Exhibit 33,” follows: ) 
EXHIBIT 33 


Northwestern Auto Parts Co. statement of purchases 
of foreign surplus property 


British Ministry of Supply: 


Apr. 6, 1950__- é —s a dee a ‘ $15, 946. 00 
Apr. 11, 1950 Be 4 a oh 5, 071. 00 
pe eR ae a 0S ee eee 7, 640. 00 
May 24, 1950 es ; ea nate +, 409. 30 
Aug. 26, 1950_- a ae es 5, 065. 00 
Oct. 6, 1950 . eS 2 — i 644, 00 
Dec. 6, 1950 7 a. . 7, 472. 00 
Jan. 25, 1951 , “3 / aR we! 3, 034. 00 
— —— $49, 281. 30 
Cc, J. Fox & Sons: 
Oct. 30, 1950 i = 5 ——— 22,921.50 
Jamet & Fils: 
Novy. 21, 1950 L m9 $7, O73. 00 
Nov. 21, 1950... _ _-- oP yt CUTS L ee Bre 8 eee ee 9, 542. 90 
Dec, 14, 1950 aad eee . ca eee 914, 28 
Dec. 14, 1950 a a if hoe 2 Bee 8, 500. 00 
—_——_——_ 26, 030.18 


Wolf-Boscher-Nitzan : 
2 sf: et eee a Sas ke ee ee 
Feb. 23, 1951 is : ae r <= ee 3 106. 76 
Mar. 19, 1951 reek a eat Sen Cee mae 5, 176. 62 
—_—————_ 18, 489. 38 


a. i, me? 
Dec. 14, 1950__. ce a td Ee ES ee 2, 285. 50 
f 2) | ee RES OR Ee ee 1, 673. 60 


8, 959. 10 





Mason LaCroix: 


Oct. 16, 1950- ; ODO ee me 2, 000. 00 
Oct. 23, 1950 a I OE i Ge se UC 
Oct. 25, 1950 ake ” cst a To oh tn pt Pee 2, 000. 50 


Gerard Beke: 
Oct. 18, 1950 : ee eee en 1, 991. 75 
Oct. 80, 1950___- ee ee ar eee SE PEE e a © 1, 991. 75 
a 8, 983. 50 


Chantalot-Molivert: 
Dec. 14, 1950__- bincalac a Eee! rae 411. 40 


Alois Schimmer Auto-Verwertung: 
ee Rahs RE ee ee eee oe tro as 3, 146. 00 


Trucks & Spares (Leu & Co.) : 


June 22, 1950_-_-- “ ‘ _.... $10, 000. 00 
pS eC ee 2 Ee ee cetes eee ee 1, 512. 00 
SU Be Bnei et OL Les eee eee Bee eet eer 28, 675. 00 


40, 187. 00 


Steg: 
eupe 36. 3000.....<..- eS Rees es £8 ew ee a ee ae rey Gage oe Oe 5, 160. 00 


Sid’s Truck & Parts: 
PC Smeal oe a ee a Hae Fe 





Total acipaianiet ‘ ne mam Shy BE be 64 
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Mr. Bonner. What was the nature of these parts, were they in good 
condition 4 

Mr. Rapravorr. They varied. They were supposed to be in good 
condition. 

Mr. Bonner. What was the nature of the parts ? 

Mr. Rapravorr. Those last few mentioned were parts for the most 
part removed from vehicles. They were axle assemblies, transmis- 
sions. 

Mr. Bonner. They were new axle assemblies that had not been used ? 

Mr. Rapravorr. Speaking of these last few, they were for the most 
part not new. 

Mr. Fine. Not new? 

Mr. Rarparorr. That is, by not new I mean something that had 
been on a vehicle and dismantled. Many of the materials that we 
bought were supposed to come off from vehicles that had no mileage 
on them, and that were otherwise supposed to be new; but we did not 
consider them new. 

Mr. Bonner. Has your business acquired United States military- 
surplus trucks and parts from the Philippines? 

Mr. Rarvparorr. Yes; we have. 

Mr. Bonner. When did these transactions take place ¢ 

Mr. Rarraprorr. We had only one purchase direct from any con- 
cern in the Philippines. That was in 1948, I believe. 

Mr. Bonner. With whom were these negotiations transacted, these 
purchases transacted ¢ 

Mr. Rarrarvorr. McLauren Enterprises. 

Mr. Bonner. Is that a Philippine company / 

Mr. Rarravorr. Yes. 

Mr. Bonner. What was the volume of this business transaction 4 

Mr. Rarrarorr. Approximately $50,000 worth of material was 
-hipped to us from there on that. 

Mr. Bonner. What did it comprise 4 

Mr. Rarrarorr. All major parts removed from vehicles. 

Mr. Bonner. What was the nature of it, the condition of it? 

Mr. Rarrarorr. There, again, they were supposed to be in no dif- 
ferent condition than new, and they came in very bad condition, 
badly rusted and damaged and stripped, 

Mr. Bonner. What were the circumstances surrounding the pur- 
chase—just how did you go about, in your own language, tell the 
committee how you went about to purchase this property / 

Mr. Rarrarorr. Of the European / 

Mr. Bonner. This Philippine property. 

Mr. Rapparorr. One of the McLauren brothers came to the States 
and offered to sell us some of these materials. We were not too in- 
terested at first. It had always been our custom to buy from some- 
one who brought it into the country. We did not care to handle it 
direct from any foreign countries. They were unable to do this. 
They were not in a position to ship these materials to the States, and 
finally were going to deal with whoever would undertake to pay for 
the shipment, and so forth, for bringing them in. 

Mr. Bonner. Pay for it in the Philippines? 

Mr. Rappaport. Well, our arrangement was to establish a letter of 
credit, 50 percent of the invoice value to be paid when the goods were 
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loaded on the boat. We were to pay all of the freight. We were to 
pay the other 50 percent after the goods had arrived in Minneapolis, 
where we could inspect it. 

Mr. Bonner. Did you make inquiry as to the acquisition of this 
property by the seller to you, the person who sold it to yous 

Mr. Rarrarorr. As to how he got it 4 

Mr. Bonner. How he acquired it. 

Mr. Rarrarorr. He represented that he owned them, but that was 
not of too much Importance to me. I learned later that they had 
bought it after we had put up our letter of credit. They used that 
as a means of being able to swing their part of the deal. 

Mr. Bonner. Did you 20 to the Philippines to negotiate the trans- 
action ¢ 

Mr. Raprarorr. No; I did not. 

Mr. Bonner. Did your brother go 

Mr. Rarravorr. No. 

Mr. Bonner. Go ahead. 

Mr. Rarrarorr. We purchased this without seeing it, and that was 
the reason for our making a contract whereby we would have final 


/ 


word as to whether the woods were as described or hot, and in which 
case McLauren was to refund what we had paid out to them and what 
we had paid out for freight, and take it off our hands, and failing to 
do that we were to take over the materials, and we were gambling, in 
other words, up to half of the value. When the goods came in they 
were in far worse condition than we had anticipated. We gave them 
notice immediately to take it off our hands, which they were unable 
to do, nor were they able to find any other customer that would take it. 

Subsequently, this thing went into litigation, and finally, rather 
than go to court, we paid them practically the entire balance. 

Mr. Bonner. You paid them the $50,000? 

Mr. Raprarorr. Well, we paid the original $25,000 and then later 
$20,000 more. 

Mr. Bonner. You paid them $40,000? 

Mr. Rarrarortr. Forty-five out of a total of fifty thousand that the 
transaction amounted to. 

Mr. Bonner. Did this gentleman represent the Philippine Govern 
ment ¢ 

Mr. Rapravorr. No; just a private company. In fact, they are a 
couple of ex-servicemen that staved down in Manila and opened a 
business there. 

Mr. Bonner. They were 

Mr. Rarrarvorr. They were United States citizens. 

Mr. Bonner. They were citizens of the United States / 

Mr. Rarrarorr. Yes. 

Mr. Bonner. Did you purchase from any intermediary, from any 
other company that purchased Philippine material ¢ . 

Mr. Rarrarorr. Well, we have made numerous purchases from com 
panies who, ostensibly, got their materials from either the Philippines 
or Guam or other countries, but we had nothing definite as to where it 
came from. It is Just that the materials were here. It was delivered 
in the country on either coast, and we would go there and look at the 
materials and negotiate for them. 

Mr. Bonner. What were the names of these companies ? 
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Mr. Rapparort. Well, they are quite numerous. There is one in 
Los Angeles by the name of Ellis Novak. There is one 

Mr. Bonner. If you will just supply those for the record in your 
conference with the committee counsel. 

Mr. Rappaport. All right; I will be glad to. 

Mr. Bonner. Did your company encounter or have any difficulties 
in entering imported surplus into the United States ¢ 

Mr. Rappaport. For the most part not. We checked for clearance 
on all of them. We did have some considerable difficulty with this 
Philippine transaction due to some mishandling or misunderstanding 
between our export man and the customs people there, but that was 
finally straightened around. 

Mr. Bonner. How did you straighten that out; what was the diffi- 
ae and how did you straighten it out ? 

Mr. Rarrarorr. Well, we were supposed to bring the good in free 
of “duty, as I understood it, but with considerable paper work, and 
so forth, and when these materials came in we, at first, thought we 
would not be owning them, and if they did, they would go straight to 
scrap. Our export man who handled it entirely finally worked out 
some basis where a tax or duty was paid on that and he advised that 
it would be far simpler in the long run, no more costly, to pay a duty 
than it would to continue with any great amount of paper work. It 
sounded reasonable to me. And later we learned that was not per- 
missible. The customs collector was in error in taking it that way, 
and, of course, the onus of that fell upon our shoulders. 

Mr. Bonner. Who represented you? 

Mr. Rappaport. We have one man that handles all exports. 

Mr. Bonner. Who is he? 

Mr. Rappaport. His name is Marvin Hoeneke. 

Mr. Bonner. His name? 

Mr. Rappaport. H-o-e-n-e-k-e. 

Mr. Bonner. Where is he; what is his address or office ? 

Mr. Raprarorr. At our office. 

Mr. Bonner. At your office ? 

Mr. Rappaport. Yes. 

Mr. Bonner. Did you have any connections with anyone here in 
Washington about this transaction ? 

Mr. Raprrarorr. No; outside of any inquiries he might have made. 

Mr. Bonner. Do you know whether he came to W Vashington and 
visited the Department of Commerce with respect to this transaction ? 

Mr. Rapprarorr. Subsequent ? 

Mr. Bonner. During the time that you imported. 

Mr. Rarrarorr. We later—after we received—after we imported 
the stuff and were told that we were not—that we were in the wrong 
in the way we handled it, then he came to Washington. 

Mr. Bonner. Who did he see here in Washington ? 

Mr. Rappaport. He went direct to the Department of Commerce, 
I believe, for one. Commerce, I think, had the final say on that over 
and above Customs: at least that was the impression that I got of it. 

Mr. Bonner. Did he have any legal firm to assist him here in 
Washington ? 

Mr. Rappaport. No, sir; I don’t believe so. 

Mr. Bonner. Did you pay any legal fees whatsoever with respect 
to this transaction ? 
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Mr. Rappaport. In Washington ? 

Mr. Bonner. Yes, sir. 

Mr. Rappaport. No, sir. 

Mr. Bonner. Anywhere else ? 

Mr. Rappaport. Yes; we engaged the services of—I don’t remember 
the firm name—Tuttle—it is Tuttle in San Francisco, who had had 
some experience in that particular field. 

Mr. Bonner. What was the fee that you paid them ? 

Mr. Rappaport. It was nominal, I know. It might have, oh, two or 
three hundred dollars, I believe. 

Mr. Bonner. Did you pay any excise tax on the importing of this 
material ¢ 

Mr. Rappaport. Excise tax—I am not sure of the term—we paid a 
duty—I believe we paid an amount out on it. 

Mr. Bonner. How much did you pay ? 

Mr. Rappaport. If I remember correctly, that was in the neighbor- 
hood of about $2,000. 

Mr. Bonner. $2,000? 

Mr. Rappaport. Yes. 

Mr. Bonner. Were any of your imports entered under special bond 
requiring reexportation of the articles within a certain period / 

Mr. Rappaport. We had discussed that, but I do not believe we had 
ever done that. I could be wrong. That is something I don’t handle 
in our business and I would not be too familiar with that. 

Mr. Bonner. Did you ever export any material that you imported / 

Mr. Rappaport. Yes. I’d say a steady proposition there. A pretty 
fair portion of our business is export. 

Mr. Bonner. To what countries? 

Mr. Rappaport. I'd say almost every country in the world that OIT 
allows us to ship to. 

Mr. Bonner. Under what authority and under what circumstances 
were you permitted to keep or resell this surplus property in the 
United States ? 

Mr. Rappaport. Are you referring to any or all surplus that we 
purchased ¢ 

Mr. Bonner. Surplus war materials that you imported. 

Mr. Raprarort. Well, there were some materials that came in which 
were British or Canadian made and on which we paid duty and it was 
our understanding that we could sell that freely. I don't remember 
the exact regulations, but we checked carefully each time as to what 
our position was on that, and we did not purchase or attempt to bring 
in anything that the Department of Commerce did not give us an 
O. K. on. We applied for our approvals on every shipment that we 
made, to the Department of Commerce. 

Mr. Bonner. Was your export man, Mr. Hoeneke, a regular member 
of your firm ¢ 

Mr. Rappaport. He is employed by our firm, yes; has been for some 
years. 

Mr. Bonner. How long has he been employed by your firm 

Mr. Rappaport. I believe it would be about 4 years now. 

Mr. Bonner. Is your business involved in any litigation within the 
United States with respect to or concerning the importation of surplus 
property from the Philippines ? 


82897—31—pt. 1 29 
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Mr. Rappaport. That was the case I mentioned before which we 
settled last year and paid, and there is no longer any litigation on it. 

Mr. Bonner. Has the United States Army requisitioned any of the 
surplus your business had acquired in Germany / 

Mr. Rarraporr. Did they requisition any / 

Mr. Bonner. Yes. 

Mr. Rarrarort. Or purchase any ? 

Mr. Bonner. Did they requisition any of the surplus you acquired 

Germany ¢ 

Mr. Rarpaporr. No; they requisitioned some that we were in the 
midst of acquiring, that is, we were negotiating for, and had not taken 
possession of the materials at the time that T understood it was requisi- 
tioned and we were still in a position—— 

Mr. Bonner. What was the amount of that purchase / 

Mr. Raprarorr. Ud say roughly around $50,000. 

Mr. Bonner. Of what did it comprise ¢ 

Mr. Rapvpaporr. There were some four or five hundred half-track 
vehicles or the remains of them. 

Mr. Bonner. Is that all that it did comprise ¢ 

Mr. Raprarorr. Mainly, yes. 

Mr. Bonner. ing: at is the condition of the half-tracks ? 

Mr. Rapearorr. ld say they were suitable for salvage only. 

Mr. Bonner. Have you filed a claim for this? 

Mr. Rapraporr. No, sir. We have no—we never took possession of 
the trucks at that time. 

Mr. Bonner. So you have not filed a claim because of the requisi- 
tion of the property you were negotiating for ¢ 

Mr. Rappeaporr. No, sir. 

Mr. Bonner. Do you contemplate filing a claim ? 

Mr, Rapraporr. No, sir. 

Mr. Bonner. At what port of entry have your businesses made entry 
of foreign surplus property, what port did you bring it in? 

Mr. Raprarorr. For the most part through New York. Some has 
been brought into Chicago, 

Mr. Bonner. Where does your business maintain storage yards of 
surplus military vehicles and parts 4 

Mr. Raprravorr. Mostly in Minneapolis. 

Mr. Bonner. Do you have any other storage yards? 

Mr. Raprarorr. Well, they will vary constantly. If we buy some 
large lots and hestiate to move it immediately, we temporarily have 
some storage facilities, if possible, at or near the location where the 
materials are purchased, out there is no set address of that. 

Mr. Bonner. You do not have any storage yard within the United 
States other than Minneapolis? 

Mr. Rarrarorr. No, sir; we haven't. 

Mr. Bonner. Where do you maintain your assembly or repair 
plants for surplus vehicle parts / 

Mr. Raprrarort. Minneapolis. 

Mr. Bonner. Does your business manufacture new parts of military 
vehicles ¢ 

Mr. Rarravorr. Yes, sir. 

Mr. Bonner. How much of this imported Army surplus property 
have you sold back to the United States national defense forces ? 
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Mr. Rarrarorr. A very negligible percentage. Certainly under 
5 percent, 

Mr. Bonner. Well, in dollars and cents how much would that 
amount to, approximately / 

Mr. Rarrarorr. Well, Ud say during 1950 less than $50,000 worth 
of that foreign surplus was sold to the United States Government. 

Mr. Bonner. Under what name does the repair business or manu- 
facturing business operate / 

Mr. Rapravorr. Northwestern Auto Parts ('o. 

Mr. Bonner. The same name / 

Mr. Raprrarorr. Yes, sir. 

Mr. Bonner. What agency did you sell this to the Government, 
this surplus ¢ 

Mr. RAPPAPORT. | could hot Say exactly. Wi sel] to the arsenal and 
ordnance in Detroit and supply to n number ot the arsenal and ord 
hance shops throughout the count ry. 

Mr. BONNER. Do vou sell to any prime col tractors that resell to 
the ordnance depots ¢ 

Mr. Rarrvarvorr. Yes: | believe we have also done some of that. but 
I do not know of any of these particular items that we sold that way, 
at least not to any serous extent, enough to remember otf hand. 

Mr. Bonner. From your records you can get that and supply it for 
the record, can you not? 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. And you will do it 

Mr. Rappaport. Yes, sir. 

(The information to be supplied, marked “Exhibit 34,” follows: ) 


ExuipBiT 54 


THE NORTHWESTERN AvuTO Parts Co., 
Vinneapolis, Vinn., June 21, 1951 


Mr. Hervert SMALL, 
lnterqorernmental Relations Subcommittee of the 
Conmmittce on Lape nditures in the Rrecutive Departme ni 
if the Lnited States. House of Re presentatives, 


COnUIOSS ¢ 
Washington, D.C. 

Dear Mr. SMALL: It was my impression at the hearing that the committee 
Was specifically interested in surplus property which we brought in from foreign 
countries. If this is the question, we did not supply any of these goods to a 
prime contractor, to the best of our knowledge. 

On the other hand, if you desire information regarding any domestic surplus 
material which we have supplied to any concern who might have subsequently 
supplied the same goods under prime contract to the United States, we would 
be unable to give positive information While we are of the belief that some 
of the purchasers held prime contracts, and in all probability, could have done 
so, we cannot be certain. We could supply the names of customers who in the 
due course of their business have, we believe, held some prime contracts. 
Whether they supplied our goods against these contracts we would have no way 
of knowing. In either event, we herewith enclose a list of customers in this 
category. 

We hope this will answer your question and again offer sincere apologies for 
the delay in submitting this. 

Yours very truly, 
NORTHWESTERN AvTO Parts Co., 
Max E. Rappaporr. 
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Diamond T Motor Car Co., 4401 West Twenty-sixth Street, Chicago 23, Il. 

C. 8. Collins, Inc., 718 Beacon Street, Newton Centre 59, Mass. 

Mutual Truck Parts Co., Inc., 2000 South Wabash Avenue, Chicago 16, Il. 
United Trading Corp., 1348 Cambridge Street, Cambridge 39, Mass, 
Willys-Overland Motors, Inc., Box 903, Toledo 1, Ohio 

Wabash Truck Parts Co., Inc., 1718 South State Street, Chicago 16, Il. 
American Auto Parts Co., Inc., 1830 Locust Street, Kansas City 8, Mo. 
Parkway Auto Parts Co., 1752-1756 Central Avenue, Cincinnati 14, Ohio 
United Auto Electric & Parts Co., 15253 Grand River Avenue, Detroit 27, Mich. 

Mr. Bonner. What are you required to do on this surplus before you 
deliver it to the Ordnance ? 

Mr. Rarrarorr. They must be completely dissembled. All parts 
showing any signs of deterioration from either exposure or damage 
by shipping must be replaced. They must be completely reproc essed 
insofar as packaging and rust preventing is concerned, and so forth. 

Mr. Bonner. Are United States Government inspectors stationed 
at your plant / 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. To inspect this? 

Mr. Rarpapvorr. There is one or two; yes. 

Mr. Bonner. Regularly stationed there? 

Mr. Rappaport. Yes. 

Mr. Bonner. Stay there all of the time? 

Mr. Rarparort. Well, he does not stay there all of the time. 

Mr. Bonner. He is regularly assigned there ? 

Mr. Rarrarorr. No; we have given them space for an office, or 
viven them an office, rather, and they more or less headquarter there. 
They are right now in the midst of getting some other larger office 
facilities,.but they had been taking care of all other inspections and 
headquartering at one of our buildings. 

Mr. Bonner. You stated that you have sold surplus materials im- 
orted to other foreign governments 4 

Mr. Rappaport. Yes, sir. 

Mr. Bonner. What foreign government were these sales made to? 
Mr. Rappaport. By foreign government, would you also include 
zeny company in a foreign nation ¢ 

Mr. Bonner. Yes, sir. 

Mr. Rappaport. That is, probably, buying for their government? 
We have no definite evidence on that. As I stated before, there is 
hardly a country that we are allowed to ship to that we did not ship to. 
That would include up until recently a China was closed, we 
shipped to Hong Kong, we shipped to Burma, we shipped to France, 
to Belgium, to Italy, Greece, South America, that is, Brazil and 
Argentina. 

Mr. Bonner. What type of equipment was sold to these people? 

Mr. Rappaport. For the most part truck parts to fit these military- 
type vehicles. 

Mr. Bonner. Do you recall approximately the volume, the amount 
in dollars and cents of these transactions ? 

Mr. Rappaport. Not the particular transactions. 

Mr. Bonner. Of the sales? 

Mr. Rappaport. Totals? 

Mr. Bonner. Yes; approximately the total sales. 

Mr. Rappaport. Well, I’d say in 1950 export must have run seven 
or eight hundred thousand dollars. 
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Mr. Bonner. Seven to eight hundred thousand dollars? 

Mr. Rappaport. That is right. 

Mr. Bonner. And this was part of the surplus that you had bought 
and imported ? 

Mr. Rarrarorr. Well, it is hard to segregate that. I mean it is 
among those parts. 

Mr. Bonner. Have any of your acquisitions of surplus of foreign 
property, surplus property, been sold to foreign governments as is, 
where is, without bringing it into the United States ¢ 

Mr. Ravravorr. No, sir. 

Mr. Bonner. You purchased abroad and then resold it abroad? 

Mr. Rappaport. No, sir. 

Mr. Bonner. Have you had any such transactions? 

Mr. Rappaport. No, sir. 

Mr. Bonner. All of your sales to foreign countries have been made 
from the United States ? 

Mr. Rapraporr. That is correct. 

Mr. Bonner. And no sales where you purchased surplus property 
abroad and resold it to some foreign governments as of its present 
then location ? 

Mr. Rappaport. To the best of my memory, I am positive that is 
correct. 

Mr. Bonner. Are you familiar with the law and regulation con- 
cerning the imposition of Federal excise taxes for articles sold by 
manufacturers and producers or importers ¢ 

Mr. Raprarort. Fairly familiar; yes. 

Mr. Bonner. Have you made inquiry, then, with the Revenue 
Department concerning the applicability of Federal taxes on the 
purchases you have made abroad and imported # 

Mr. Rapravortr. Everything that we import is handled through our 
export department, headed by Mr. Hoeneke, and it is my understanding 
that he carefully goes into the matter of anything that he is bringing in 
as to any possible. tax that might arise that we are not contem- 
plating on in the price of the mate erials, and also any other regulations 
governing these parts. 

Mr. Bonner. Have you paid over to the Collector of Internal 
Revenue any Federal excise tax in connection with these imports ? 

Mr. Raprarorr. Not excise tax to Internal Revenue. The only tax 
that I would know of would be what would be paid to Customs. 

Mr. Bonner. Well, have you paid any fee or commission to anyone 
in connection with your acquisition of surplus property purchased 
abroad ? 

Mr. Rarrarort. To anyone overseas or here, do you mean ? 

Mr. Bonner. Anyone overseas or here? 

Mr. Raprarort. Well, yes. On most transactions there will be some- 
one who either locates the materials for a commission or performs 
some services, and so forth. 

Mr. Bonner. Do you offhand know the names of these people that 
you have paid these fees or commission to / 

Mr. Rappaport. Not offhand, but I could supply them. 

Mr. Bonner. Do you remember any of them at the present time? 

Mr. Rarrarorr. Yes. There is one man by the name of Nestgen 
in Paris who acted as a guide and later located materials and inspected 
them and generally assisted in their transfer, and so forth. 
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Mr. Bonner. Do you recall how much you have paid him for such 
services ¢ 

Mr. Rarrarorr. Not offhand, but it would be a nominal amount. 
I am sure it would not exceed over—not over a thousand dollars to 
him. 

Mr. Bonner. Now, of course, the committee understands we must 
hurry along. Mr. Donohue ? 

Mr. Dononvr. You say you first started purchasing equipment in 
foreign countries sometime in May of 1950, is that correct ¢ 

Mr. Rarravorr. That is, so far as Europe is concerned ; yes. 

Mr. Dononvur. And you became interested in acquiring this sur- 
plus, these surpluses, as a result of advertisements appearing in the 
paper ¢ 

Mr. Raprarorr. No. Are you referring to the European surpluses ¢ 

Mr. Dononver. Either European surpluses or the Philippine sur- 
pluses ¢ 

Mr. Raprarorr. Well, the Philippine was the only one previous to 
that, and there we were approached directly by the people who sold it. 

So far as the European surpluses were concerned, there, too, we 
were offered them directly by sellers, but were not interested in pur- 
chasing them until they brought the materials here to the States. And 
we stayed firm on that. Finally the materials came over here and we 
were called to New York to look at the materials and were satisfied 
that we could use them, only to find that at least half or more were 
still over in Europe. So we went that far and went over to see them. 
And that is how we ran into these other transactions. 

Mr. Dononver. In other words, you were approached or your com- 
pany was approached by these people who attempted to interest vou 
in acquiring or selling to you ¢ 

Mr. Raprarorr. That is right. 

Mr. Dononvr. That is, this equipment 4 

Mr. Rarrarorr. Yes. 

Mr. Dononivur. Who were these people, can you give us the names of 
the individuals or firms that approached you for this purpose ¢ 

Mr. Rarparorr. Well, the original deal that I referred to for Eu- 
rope with W ‘liam Lutes and Harvey Brenner. 

Mr. Dononvr. They are located where ¢ 

Mr. Rappaport. Lutes is in Detroit. Brenner is in Cleveland. 

Mr. Dononvr. In other words, you purchased from them rather 
than from Trucks & Spares? G 

Mr. Raprpaporr. Originally only. Originally that was how we 
negotiated until we found the source. So long as we were there we 
dealt direct, too. 

Mr. Dononve. But your first purchases were made through these 
individuals rather than from Trucks & Spares / 

Mr. Rarraporr. Yes, sir. 

Mr. Dononvr. And from STEG ?¢ 

Mr. Rapparonr. Yes. 

Mr. Dononver. This is probably something that might be asked of 
vou later, but in view of the time I would like to ask vou this now, 
You say you did considerable exporting- 

Mr. Rapravorr. Yes. 

Mr. Dononvr. To these foreign countries. You have been doing 
that down through the vears. have you not ¢ 
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Mr. Rarrarorr. Yes. 

Mr. Dononvur. gi the export market has been very cood / 

Mr. Rarrarorr. It has been stronger, ves. 

Mr. Dononve. In fact, it has been excellent ever since the end of 
the war? 

Mr. Raprparorr. That is right. 

Mr. Dononve. You never had any difficulty in selling parts to for- 
eign governments, did you 4 

Mr. Rapparorr Except where OIT has definitely stopped us from 
shipping to certain countries. 

Mr. Donouve. In any of those countries where you get clearance 
from our Government, you do not have any difficulty in selling parts, 
do you, or equipment # 

Mr. Raprarorr. Well, it is like any other business, you go out and 
fight for the business, but it has been making very good progress. 

Mr. Dononvur. The market has stayed up, has it not ¢ 

Mr. Rarrarorr. That is right. 

Mr. Dononvr. I do not know that there are any more questions. 

Mr. Bonner. Mrs. Harden ¢ 

Mrs. Harpen. Yes. 

I believe, Mr. Rappaport, you said that you had paid, perhaps, 
in excess of about $200,000 for the property in Europe / 

Mr. Rarravorr. Yes. 

Mrs. Harpen. Could you tell us about what profit you made on 
that / 

Mr. Raprrarorr. That would be almost impossible to determine. As 
a matter of fact, I think that to date we'd have, at least, 75 percent 
of the materials that we bought right in our property. We have not 
even begun to sell it all. You see, we are stockists. We do not specu- 
late on these materials to make single sales. We buy it and bring it 
in, process it and just sell to individual purchasers, rather than take 
an entire group deal and turn it over. So we have most of the ma- 
terials that we have bought during the year, a good part of it, just 
coming in now, as a matter of fact. 

Mrs. Harpen. But you did sell some of it to our Government ? 

Mr. Raprrarorr. Very little, if any. Most of it was not in a con- 
dition to pass inspection. 

Mrs. Harpen. To what agencies did you sell ? 

Mr. Rapparorr. Well, there are the two major agencies, of course, 
in Detroit, and then directly, as I stated, to Texarkana, Letterkenny, 
and Rossford Ordnance. They send in direct orders for materials, 
and they are rebuilding these trucks and find they are up against 
certain items that are not in current production. We believe that 
we have been a very helpful and useful source to them on these, 
because they could not complete these vehicles that they are building 
without some of these parts that were acquired through surplus that 
could not be made otherwise today economically for the small quan- 
tities that they need. 

Mrs. Harpen. And I believe you stated that, Mr. Rappaport, until 
recently you had been exporting to these various countries that you 
named. How rece ntly ? 

Mr. Rapparorr. Until recently we have been exporting. We have 
been continually. 
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Mrs. Harpen. You said until recently. I mean just a little more 
specifically. When? 

Mr. Rappavort. Right today I imagine we have not discontinued 
the exporting. It is an increasingly important part of our business 
and we have built our export department up and probably the largest 
single factor right today in our business are the export sales. 

Mr. Harpven. Then you are exporting some of this surplus property, 
perhaps, even today; is that what you mean ? 

Mr. Rapraport. Oh, yes, yes. 

Mrs. Harpen. Thank you. That is all. 

Mr. Bonner. Mr. Rappaport, the subcommittee will have to have 
you remain over until tomorrow morning, so that some of the members 
‘an ask you questions. I am very sorry, but it is due to a condition 
on the floor of the House that the subeommittee cannot help. 

The subcommittee will now stand adjourned until tomorrow morn- 
ing at 9:30, and we will then certainly finish your testimony by 11 
o'clock. You will meet with Mr. Kennedy, general counsel of the 
committee, this afternoon at such time as you and he will agree on. 

We will now stand adjourned until 9:30 tomorrow morning. 

(Whereupon, at 11:05 a. m., the subcommittee adjourned to recon- 
vene at 9:30 a. m., Friday, March 13, 1951.) 
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FRIDAY, APRIL 13, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES, 
IN THE Executive DeraRTMENTS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 9:30 a, m., in 
room 1501, New House Office Building, Hon. Herbert C. Bonner 
(chairman of the subcommittee) presiding. 

Present: Representatives Bonner, Donohue, Fine, Harden, Brown- 
son, and Curtis. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

Before proceeding with the matter which we suspended yesterday, 
I sent to each member of the subcommittee a copy of a letter received 
from the Secretary of Commerce. I would like for the subcommittee 
to know that I read this letter in the Washington Post before I received 
it. I have not answered it. 

I would have thought the Secretary of Commerce might have sent 
the subcommittee the letter and then published it in the paper, but he 
saw fit to do otherwise. That is his business. 

What is the pleasure of the subcommittee as to my acknowledg- 
ment of the Secretary’s letter ? 

Mr. Frxz. I have not seen it yet this morning. 

Mr. Bonner. I mailed you a copy of it. 

Mr. Fixe. It possibly is there. 

Mr. Donouve. All he said was that his employees are honest 
employees. 

Mr. Brownson. That is right. 

Mr. Bonner. This subcommittee has not accused anybody of any 
misconduct. The subcommittee only proceeded in this matter to see 
what has been going on, to take a look at the proceedure and the activ- 
ities with respect to this business, and other angles came in. 

I have endeavored throughout the hearings to hold the subcom- 
mittee strictly to procedure of observing and to seek what had trans- 
pired. I regret very much the Secretary’s attitude whether or not 
any of his people might have done wrong. 

Mr. Brownson. I would recommend in answering that letter that 
the Secretary be informed, in accordance with your statement which 
you have just made, about the rules under which you have conducted 
these hearings, and the rules under which the subcommittee has 
operated. And as far as I know they have been in complete compliance 
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with them. And I do not think it would be out of the way to suggest 
the impropriety of releasing such a communication to the press before 
it is received by the chairman of the congressional subcommittee 
involved. 

Mr. Curtis. I agree with Mr. Brownson on that. I think the chair- 
man might consider also possibly pointing out the difficulty that we 
experience, at least in getting a straightforward answer. 

Mr. Bonner. [ understand what you mean. 

Mr. Curtis. You tried to get certain information out of them, and 
then I tried the same thing and we finally began to get somewhere, 
but they were not too cooperative; let us put it that way. We are not 
accusing them of anything, but it does show a lack of willingness for 
them to help us to clear up something that needed clearing up. 

Mr. Donouve. I agree with Mr. Brownson. 

Mr. Bonner. I will write a dignified letter along that line to the 
Secretary, which will be prepared and signed by the chairman of your 
subcommittee. 

Mr. Brownson. May I suggest this?) Would you like to have a 
motion so that it will be the sense of the subcommittee / 

Mr. Bonner. Yes, sir. 

Mr. Brownson. I move that a dignified letter pointing out the rules 
under which this subcommittee has operated in the past and the pro- 
cedures, and further pointing out that the committee expresses regret 
that this letter was released to the press before the chairman of the 
subcommittee received it. 

Mr. Fixe. I second that. 

Mr. Bonner. That is the concensus of opinion. The motion is 
carried, 

Mr. Fixe. Do you not agree with that ? 

Mr. Bonner. Yes. That is what I had in mind, but I wanted to 
discuss it, of course, with the members of the subcommittee. 

The subcommittee will proceed with the further questioning of Mr. 


Rappaport. 


FURTHER TESTIMONY OF MAX RAPPAPORT, NORTHWESTERN 
AUTO PARTS CO., MINNEAPOLIS, MINN. 


Mr. Fine. Were you ready to clear the record on that impression ? 

Mr. Rarraporr. I was looking for the misunderstanding there, and 
I do not find it in here. 

Mr. Bonner. This meeting this morning is for the purpose of letting 
those members who have not asked such questions of the witness as 
they desired to have the opportunity and also to give the witness an 
opportunity to glance at the transeript of yesterday’s meeting so that 
he might have an opportunity to correct any impression that the tran- 
script carries which might not be correct. 

Mr. Brownson. Did you at any time employ as attorneys in any of 
these transactions involved, a firm from Cleveland, Ohio, known as 
Duffy & Friedman ? 

Mr. Rappaport. No, sir. 

Mr. Brownson. Or doing business through them in Washington, 
your attorneys doing such ? | 

Mr. Rarrarorr. No. 
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Mr. Brownson. This material which you got from the Philippines, 
you say most of it is still in your possession ¢ 

Mr. Rappavort. Yes, sir. 

Mr. Brownson. Would you care to express an opinion as to the 
percentage of that material that you will be able to dispose of over 
a period of time—what I am trying to arrive at, to clarify that ques- 
tion, is the condition of that material so bad that you will be stuck with 
a large portion of it ? 

Mr. Rapraprorr. I believe I stated yesterday that the tightening 
up of the market has given us a little better potential out for a greater 
percentage of it, because the cost of rehabilitating the materials on 
a low market would obviate the value of the finished product, where- 
as, as they become tighter we can get a higher price for it and can af 
ford to put more repairs into each unit. 

Mr. Brownson. Those are the only two points I wanted to clear 
up. 

Mr. Bonner. Mr. Fine? 

Mr. Fine. Well, yesterday you said you had sold seven to eight- 
hundred thousand dollars’ worth of material abroad in 1950? 

Mr. Rappaport. That is right. 

Mr. Fine. How much of that was surplus material and how much 
material that you had manufactured yourself; would you know? 

Mr. Rarrarorr. Roughly, I'd say in the vicinity of 75 percent of 
those materials sold in export were of our surplus stock and about 
25 percent manufactured. 

Mr. Fixe. You mean 75 percent of it was stock that you had pur- 
chased abroad—when you say surplus you mean surplus material 
purchased from Dawson? 

Mr. Rarpaporr. No. 

Mr. Fine. Or the reverse of that ? 

Mr. Rarparorr. Our purchases of surplus materials abroad are 
not considered separate from other accumulations of inventory of 
surplus materials. 

Mr. Fine. Let me break it down a little closer then. You have a 
surplus stock in your warehouse ¢ 

Mr. Rappaport. Right. 

Mr. Frvr. In that surplus stock you have materials that you pur- 
chased which we term “surplus materials” purchased from Dawson or 
other people: is that correct ? 

Mr. Rarparortr. Yes: that is correct; although we do not segre- 
gate the two. They are all surplus materials. 

Mr. Fine. That is right. 

Mr. Rapparorr. I'd say about half-and-half of that—in other 
words—— 

Mr. Fixe. Do not anticipate the question for a moment. Then you 
have the manufactured articles that you manufacture ? 

Mr. Rappaport. That is right. 

Mr. Fine. Taking the three categories, assuming that they could 
be separated into three bins, how much of the seven to eight hun- 
dred thousand dollars that you sold abroad in 1950 would you say 

came from stock ara h was purchased from Dawson ? 

Mr. Raprarorr. By Dawson you mean any of the European? 

Mr. Fixe. Any of the European; that is right. 
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Mr. Rarraport. Well, I’d say about 35 percent of that material— 
about 40 percent of our original surplus stock, about 25 percent manu- 
factured. 

Mr. Fine. How much in dollars of the seven to eight hundred thou- 
sand would the percentage amount to? 

Mr. Rappaport. That would be, roughly-—— 

Mr. Fine. Would you say 35 percent of the $700,000? 

Mr. Rappaport. Yes. 

Mr. Fre. Is that what you mean ? 

Mr. Rappaport. Yes; probably something in the neighborhood of 
$200,000 or more. 

Mr. Fine. Very well. 

Mr. Curtis. You have testified that you obtained some materials 
from the European theater and also the Philippine area. I am not 
sure whether you said those were the only areas from which you got 
materials. Did you get anything at all from Italy, for example? 

Mr. Rappaport. Yes. I stated yesterday that some of the mate- 
rials came from Italy. 

Mr. Curtis. I see. 

Mr. Rappaport. And France. 

Mr. Curtis. And France? 

Mr. Rappaport. Yes. 

Mr. Curtis. How about Bermuda and the Caribbean; did you ever 
get any surplus property from those areas? 

Mr. Rappaport. No, sir. 

Mr. Curtis. How about the other Pacific areas; did you get prop- 
erty from there at all? 

Mr. Rappaport. I purchased nothing direct from the Pacific area, 
with the exception of the Philippine transaction that I mentioned. 

Mr. Curtis. I am going to make a little preliminary statement so 
you will understand why I am asking this question. I want to ask 
you whether or not you realized a profit on the materials that you 
actually did sell which you got from the Philippines, understanding, 
of course, that the deal is not complete, because you still hold a great 
deal there. The reason I am asking it is not in any way to insinuate 
that you are not entitled to a profit, because I believe you are, and I 
think when companies like your company, doing a job, of course, you 
should be looking for a profit, and more power to you, but it is really 
form the angle of determining whether or not our Government failed 
to realize the situation and thereby did not save money for itself. 

With that in mind, could you tell me whether or not on this prop- 
erty you paid $45,000 for, how much of a profit do you think that you 
might realize on that eventually yourself? 

Mr. Rappaport. That would be almost impossible to estimate. Our 
type of business is necessarily speculative. We hope for the best and 
are prepared to settle for a loss as we go along. 

That is one of the things I’d like to take advantage of this oppor- 
tunity just to bring out the fact that these are bought in open com- 
petition. 

To the best of my knowledge nobody gets any of these surplus 
materials unless he is ready to pay more than anybody else in the field. 

This stigma that has been thrown on war surplus materials is highly 
unfair, for this reason: Some dealers will buy possibly 100 items 
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during a month. One of those items may bring him five times as 
much as he paid for it, maybe even more, but if it were not for those 
opportunities to gain pretty strong profit on some, he would be unable 
to sustain the losses that he has to take on others. There is no set 
market on any of those materials when he buys them. 

Consequently, a lot of unfavorable publicity is thrown upon these 
materials, as though they are practically immoral. 

We have a business that has been established for 34 years. We 
work hard at it. We work every day in the week. And only by 
taking many risks financially, putting in a lot of diligent work, selling 
to every possible outlet in the world, showing some very nice profits 
on some things, showing dead losses on others, do we wind up with 
about the same average profit as any legitimate enterprise would take. 
It will average 9 or 10 or 11 percent net on our investments. 

Mr. Curtis. I appreciate your statement because that is exactly what 
I wanted in the record. 

Then, in your opinion, at least as far as your dealings with Govern- 
ment surplus, you are satisfied from the Government’s angle they prob- 
ably were pursuing an intelligent policy; would you say that? 

Mr. Rappaport. Very definitely. I think perhaps the experience I 
have had in these materials and the experience I have had with the 
Government people, I think that when they sold these materials they 
pursued the best methods to get the highest possible price that they 
could by selling them on open public auctions. And I think in buying 
materials they did the same. 

I have a little evidence along with me that I thought might bear out 
the practical and businesslike way that they have gained a lot for the 
Government in making purchases of these same materials which they 
disposed of at a time when there was no need for it. 

Mr. Curtis. I would like to hear that. 

Mr. Rappaport. Well, to name a few, I have the specific contract 
numbers. They are all a matter of record. 

Under contract No. 6244FS, out of Detroit Ordnance, we were 
awarded a contract for 2,000 gears for which we bid $3.94, that is 
to sell to the Government. The closest bid to us was $11.40. And 
the previous posted acquisition cost $13.32. 

On the same contract, item No. 13, we supplied 700 transfer cases 
for $14.88. The closest bid was $75. Previous acquisition cost on 
that particular one was $32.47. 

On contract No. DA5412, we supplied 35,000 brake shoes at $1.97 
apiece. The closest competitive bid was $3.42. And the next was 
$3.74. 

On contract 13263, 900 spacers. Our price, $5.43; previous acquisi- 
tion costs shown in the Government books, $26.25. 

There is one other contract, No. 5612, 7,500 pieces, pillow block, that 
we supplied at $21.65. The closest bid was $36.66 and the previous 
acquisition costs shown as $64.66. 

have more of them. I do not think it is necessary at this time 
to go into it, other than to show that from a dollars-and-cents stand- 
point the Government has done a very fine job in buying these. 

These materials are inspected, in my opinion, more carefully, more 
rigidly than newly produced goods, particularly since this stigma 
has been placed upon the war surplus materials we find that it is 
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almost impossible to continue supplying war surplus materials be- 
cause of it. 

Mr. Curtis. In other words, there has been a tightening up then, 
too? 

Mr. Rapravorr. Very definitely. 

Mr. Curtis. And you feel that the system as long as no special 
favoritism was granted by giving out preliminary information, that 
the system worked fairly well under these circumstances ¢ 

Mr. Rapparorr. That is correct. And as far as any favoritism 
being shown, all of the business that I have seen done has been for 
pubhie bids, invitations to bid, and T do not see how there is any oppor- 
tunity for that with the exception of the inference you made where 
some advance information was given out, and even though I have 
never benefited by that, | see nothing wrong with it. Today there is 
frequently very urgent need for parts. 

Mr. Curtis. Now you are talking about Government procurement. 

Mr. Rappaport. That is right. 

Mr. Curtis. Rather than Government disposal. 

Mr. Rappaporr. That is right. 

Mr. Currts. I am talking about Government disposal, so that the 
Government would realize as much as they could on disposing surplus 
property. : 

Mr. Rapparorr. There is no fairer system that is conceivable than 
to advertise sales of these materials publicly and allow everybody to 
bid on them. 

Mr. Curtis. If that system were followed in all instances, I agree 
with you. 

Mr. Rapraporr. That is right. 

Mr. Curtis. Thank you. 

Mr. Dononver (presiding). Are there any other questions 4 

If not, I should like to ask you this: Were invitations sent out to 
the trade in this country for this material that was being disposed of in 
these foreign countries ¢ 

Mr. Rapparorr. You are referring now to the materials owned by 
foreign countries / 

Mr. Dononvrt. That is right. The materials owned, say, by STEG 
and also by the Philippine Government. 

Mr. Raprarvorr. Not that I know of. We have been receiving some 
of the invitations, but only on special requests after we had com- 
menced dealing with these foreign governments. They do not cir- 
cularize our country at all, to the best of my knowledge. 

Mr. Dononve. Did you have a representative in the Philippines, 
or did your company have a representative in the Philippines for the 
purpose of acquiring such surplus property 4 

Mr. Rappaport. No, sir. 

Mr. Dononver. The contract that you made with the Philippine 
Government was through a third person ¢ 

Mr. Rarraprorr. It was through a Philippine concern, not the Phil- 
ippine Government. 

Mr. Dononve. In other words, this Philippine concern had pur- 
chased the property from the Philippine Government ¢ 

Mr. Raprarorr. They represented that they had already purchased 
it from them. We learned later that they had not at the time, but 
secured the materials after they had our contract. 
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Mr. Dononvr. And the Philippine concern that you speak of 
were these two brothers ¢ 

Mr. Rappaport. Yes. 

Mr. Dononvr. And they came to your office in Minneapolis ? 

Mr. Rappaport. Yes. 

Mr. Dononure. And started negotiations with you ? 

Mr. Rappaport. Yes. 

Mr. Dononvur. At the time that you made these purchases, did you 
understand that they could be disposed of in this country ¢ 

Mr. Raprarort. That is correct. 

Mr. Dononvur. When you made the purchases, of course, you in- 
tended to dispose of the property / 

Mr. Raprravorr. And reexport. We had made all arrangements 
for posting of a bond while we rebuilt these materials and disposed 
of them on export. 

The particular types of items were fairly stable at that time and 
we were pretty confident that we could dispose of them in export 
sales within the specified time. 

Mr. Dononur. This was in 1950? 

Mr. Rapravorr. No, no; this was in 1948, 

Mr. Dononvr. And what arrangements did you make for the post- 
ing of a bond ¢ 

Mr. Raprarorr. That I couldn't say. We had our export depart- 
ment handle it. And I believe our correspondence would cover what- 
ever arrangements or discussions—rather, correspondence was held 
regarding that. 

Mr. Dononvr. Have you conferred with your export man for the 
purpose of ascertaining whether or not a bond was negotiated ¢ 

Mr. Raprrarorr. No, 1 haven't, but at the time that these materials 
arrived, as I said, we felt then that we either would not own them, 
or if we did keep them they would probably all be scrapped, These 
goods arrived right about the time that quite a bit of other stuff 
was brought in from the Pacific areas, Guam, Hawali, and also more 
from the Philippines. And the market was rapidly dropping on 
the item over and above the fact that the condition was found to be 
that poor, too. 

Mr. Dononvr. Did I understand you to say yesterday that the 
export market remained very good ¢ 

Mr. Rarvarorr. Now, yes: but this was in 1948 and 1949. 

Mr. Doxnonvr. Do you recall the question that I asked of you just 
before we recessed yesterday ¢ 

Mr. Rarrarorr. Yes; I do. You asked whether the export sales 
were stronger than they were—whether the market was on the uptrend 
and I said, “Yes.” 

Mr. Donouvur. And you replied in the affirmative that it did remain 
up! 

Mr. Rarrarorr. That is right. 

Mr. Dononvr. Do I understand that your opinion or your thought 
today is different than it was vesterday ¢ 

Mr. Rapevavorr. Not at all. The market was hitting a little lowe: 
ebb on those particular items at that time. Since then, particularly 
you were referring to the previous years vesterday, IT did not under 
stand it that way. 
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Mr. Dononus. Well, now, you say that you do not recall ever 
reaching a point where you had to post a bond ? 

Mr. Rarrarort. That is right. 

Mr. Dononve. And what was the reason for your not posting a 
bond ¢ 

Mr. Rappaport. The condition of the materials when they came in. 

Mr. Dononvur. Were you to post the bond or was this Philippine 
company to post it for you? 

Mr. Rappaport. We were to post the bond. 

Mr. Dononve. And was not any of the equipment any good at all 
for export purposes ¢ 

Mr. Rappaporr. Yes; there was some percentage of it that was. 

Mr. Dononvr. And you consummated the sale of the materials 
that you could recondition and reexport ? 

Mr. Rapparort. Well, there was some of the materials that were 
reconditioned and reexported; yes. 

Mr. Dononvr. Did you post a bond for that portion of the equip- 
in 1950, our export market is much stronger than it had been. If 
ment and material that came in? 

Mr. Rappaport. No; we did not. And, subsequently, learned that 
we were very much at fault for not doing so. There was some com- 
plete mix-up. Apparently, brought about by lack of information, 
we will say, on the part of both the local customs office and our own 
export. office. 

Mr. Donouvr. Well, can you enlighten the committee as to how you 
got them in through customs without posting a bond ¢ 

Mr. Rappaport. The materials were brought in under custody, or 
whatever the term is, to Minneapolis for entry to be made there. The 
first shipment was unloaded and found to be very bad. 

We immediately contacted the shippers and they informed us that 
the second shipment would more than make up for it, it was so much 
better. So we held the entire matter in abeyance until the second 
shipment came in and that was definitely worse yet. 

So at that time, since our contract outlined procedures should we 
find the condition of the materials unacceptable to us, that they were 
to take it back off of our hands, reimburse us only for what we had 
paid for the materials up to that point, which was 50 percent of the 
invoice amount and the freight. 

This they were unable to do. And some time elapsed while they 
cast around the market in the country looking for some one that would 
buy these materials, so they could refund our money and take it off our 
hands. 

In the meantime it became apparent that these people were not going 
to be able to do it, something had to be done with regard to customs. 
The customs people were in close check with it and had gone over the 
materials quite closely. This I know because I saw them there and 
I spoke to them about it. And it was finally decided that, taking all 
things into consideration, it might be best to pay some duty where 
otherwise there would be no duty involved, but the amount was nom- 
inal and it would be a lot simpler in the final disposition of the matter. 

I hadn’t the least idea that there was anything out of order in that 
arrangement and was glad to make a payment and end that part of 
the negotiations. 
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Mr. Dononve. Through what port did this equipment come into 
this country ¢ 

Mr. Rappaport. I believe it was Baltimore and New York. The 
entry was actually made in Minneapolis. 

Mr. Dononve. When you say the entry was actually made in Min- 
neapolis, it was shipped from some port across the country to Minne- 
apolis ¢ 
Mr. Rappaport. Yes. 

Mr. Dononve. Is that right? 

Mr. Rapraprort. Yes. 

Mr. Dononve. Is it not your understanding that the bond had to 
» posted at the port of entry ¢ 

Mr. Kiapparort. Well, entry can be made at whatever point you are 
receiving it, as I understand it. The shipment is unloaded from the 
boat and is shipped overland in custody of customs until the goods 
are received by the consignee. 

Mr. Donouve. In other words, you purchased this equipment more 
or less on a conditional sales basis? 

Mr. Rarraport. I guess you might call it that. 

Mr. Donouve. You posted 50 percent of the purchase price, is that 
correct ¢ 

Mr. Rarparort. We posted a letter of credit for the entire amount, 
but released payment for 50 percent upon the shipper submitting his 
shipping documents and other necessary papers. 

Mr. Dononvr. What procedure did you follow in straightening 
customs out? 

Mr. Rarparort. That is a rather long-drawn-out affair and they 
finally arrived at a set figure of charges or penalties and I guess that 
is about how it was wound up. I haven’t been too close to the details 
of it. 

Mr. Dononvur. Your man Hoeneke handled that for you; is that 
correct ¢ 

Mr. Rappaport. That is right. 

Mr. Donouvr. You were constantly in touch with Hoeneke all 
during the time that these negotiations with customs were going on? 

Mr. Rarraport. That is right; yes, sir. 

Mr. Dononvr. And did Hoeneke have anything to say to you as to 
the progress that he was making with customs ¢ 

Mr. Rappaport. At that time? 

Mr. Dononve. Yes. 

Mr. Rarparorr. Well, he just came in and told me that they had 
worked it out between the customs people and himself, that we’d be 
better off if we paid this duty or charge at that time, and I readily 
agreed to that. That is the last of anything on that matter until long 
after that when the shipper, with whom we were having some litiga- 
tion, went to customs and gave them some false statements, putting 
us in a bad light but which at the same time did bring out the fact 
that this was handled improperly. 

Mr. Dononvusr. What false statements did this Philippine company 
make to customs? 

Mr. Rarpaporr. Well, for instance, one of the major issues was the 
fact that we had not turned in the consular invoice, inferring that 
they had sent it to us, and we had constantly demanded it, since we 
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wanted it. And there was some chance of litigation, they were with- 
holding that. Fortunately for us in the testimony which they gave 
before the district court, I guess it was, their own correspondence dis- 
closed the fact that I had repeatedly made demands for this consular 
invoice. 

In the meantime, they reported to the customs people that we had 
it all along, had just not turned it in. 

Mr. Dononvr. At sometime you got the whole matter straightened 
out with customs insofar as duty payment of duties was concerned ¢ 

Mr. Rappaport. Yes. 

Mr. Donouvr. When, if at any time, did you get straightened out 
with customs insofar as posting a bond for this material ¢ 

Mr. Rappaport. That was all taken into consideration on my pen- 
alties and charges that they made against the goods. 

Mr. Dononve. In other words, at sometime or another customs told 
you you did not have to post a bond ¢ 

Mr. Rappaport. Well, the need or use for a bond was more or less 
obviated when the time had elapsed wherein some of the materials 
were removed, some were scrapped, some of it still was there, but 
there would be no reason for a bond any more tying in every piece 
when every piece was not there. And that is the reason we were re- 
quired to pay this other amount. 

Had we had every piece there, and if they felt convinced that every 
piece was there, then the bond would still have been in order, but 
they refused to accept a bond because the thing was not in order. 

Mr. Donouvr. Do you have some correspondence in your file that 
might throw some light on the bond question involved here ¢ 

Mr. Rappaport. I believe so. 

Mr. DoNouve. Can you produce it for the subcommittee / 

Mr. Rappaport. Yes, sir. 

Mr. Freeman. If I might be sworn, I know something about this. 
There are two things that might be off the record being talked about, 
and I did serve as attorney on part of this for Mr. Rappaport and 
might serve to clarify the record, if the subcommittee saw fit to swear 
me in, 

Mr. Dononvur. Would the subcommittee like to hear from Mr. 
Freeman ? 

Mr. Brownson. Yes. 

Mr. Curtis. Yes. 

Mr. Dononve. Do you solemnly swear that the evidence you will 
give to this subcommittee shall be the truth, the whole truth, and 
nothing but the truth, so help you God ¢ 

Mr. Freeman. I do. 


TESTIMONY OF ORVILLE L. FREEMAN, ATTORNEY, 
MINNEAPOLIS, MINN. 


Mr. Donouve. Will you state your full name ? 

Mr. Freeman. Orville L. Freeman, attorney at law at 334 Midland 
Bank Building, Minneapolis, Minn. 

Mr. Dononvr. You have a Washington office / 

Mr. Freeman. No, sir; I do not. 

Mr. Rappaport, for whom I have done occasional legal work over 
some period of time, contacted me when this customs problem arose, 
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and I checked with the customs people in the process of trying to 
straighten it out. Really, I think we are talking about two things 
here now. 

Mr. Dononve. Will you permit me to interrupt you at that point! 
Where were these customs officials located at the time that you started 
your negotiations with them ¢ 
~ Mr. Freeman. In Minneapolis, Minn. 

Mr. Dononve. In behalf of Mr. arenes ¢ 

Mr. Freeman. Local Minneapolis office. 

Mr. Dononve. You may proceed. 

Mr. Freeman. There are really two things here in terms, for ex- 
ample, of the bond, and I might start from the beginning. 

When materials are imported you post either the consular invoice 
or a bond guaranteeing that you will post. That is one kind of bond. 

The other kind of bond is the posting of a bond to guarantee reexport 
of surplus. 

There were problems involving both kinds of bonds and a very 
confused picture. 

When these materials started coming in, there was no way to actually 
identify them so that you could say what was coming. So Mr. 
Hoeneke contacted the local customs people and they suggested that 
a good way to handle this kind of an uncertain picture would be to 
describe the entry—and that is an entry form—at a port of entry, 
which was Minneapolis, to describe this material initially as scrap. 
We knew that a lot of it would be scrap. 

After it was entered and it was evaluated to substitute an entry 
pointing out the percentage of scrap as to parts. 

That was done, and when it came in, it was almost all scrap. It 
was less than 10 percent parts and was so found by the local appraiser. 

At that point the question was, what should we do to set up the 
bond to guarantee reexport. Well, the local customs office did not 
know how to do it. Mr. Hoeneke did net know how to do it. 

Just the technical procedures and the nature of the bond were very 
confusing. There were innumerable calls down to Washington and 
no one seemed to know what to do. 

Finally, the local appraiser said, “Well, there is such a low per- 
centage here, why don't you just go ahead and pay a normal duty as 
if you imported this. It won't amount te more than about eight o1 
nine hundred dollars and probably it won't cost you as much as setting 
up separate books and posting this bond and so forth,” which they 
proceeded to do, 

Then, subsequently, MeLauren, when a lawsuit started—I will have 
to back up a little bit on this other bond. 

If you do not file a consular invoice which comes from the shipper 
you then have to post a bond guaranteeing that you will post or make 
every effort to post. That bond was posted. 

Then the consular invoice did not come because McLauren refused 
to send it. McLauren then went to the customs authorities and said, 
“These people are in error. In the first place they have not posted 
a war-surplus bond. In the second place they have not tried to get 
a consular invoice.” 

And the purpose of it, very frankly, was to try and slug a settk 
ment out of the private lawsuit and the fellow that represented then 
makes a practice of that. Ihave run into him before. 
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So they came in with their investigatory staff and turned them 
loose and they found the discrepancy as to what actually was de- 
scribed as scrap. In fact, there was a false entry, but with no intent 
to evade anything any place. So that the thing was just thoroughly 
squirreled up. , 

We worked through the local office and that led to a forfeiture pen- 
alty of something like sixty-five or seventy-five thousand dollars, and 
then I did come down here to Washington and meet with the cus- 
toms authorities here, and we had a long discussion about the different 
situations here as to whether there was any intent to support a for- 
feiture penalty of which I was confident I could prove there was not. 

They finally made an offer of settlement in something in the range of 
$3,500 which offer of settlement we accepted. 

They agreed that we had posted bonds properly and had tried tu 
get the consular invoice. They kicked that part of it out, but they 
levied a forfeiture penalty. That is still, as a matter of fact, over 
in the Customs Department. It has been over there for some time, 
but I think it is now in the Treasury, and just a question of getting 
through the paper mill and coming back out, and we trust the penalty, 
part which has been paid already will be confirmed and the matter will 
be cleared up. But it was a case of confusion as to how you should do 
this, because in Minneapolis the posting of these bonds and handling of 
these things was something that the local customs office did not know 
anything about, and so everybody just got squirreled up. I trust that 
may somewhat clarify this picture. 

Mr. Fine. Very well done. May I ask a question here that I was 
worried about, Mr. Rappaport. You said something to Mr. Curtis 
about a stigma being attached to these war surplus materials. 

Mr. Rappaport. Yes. 

Mr. Fine. We have been hearing testimony for quite some time and 
I am beginning to ssupect that there were not many people who could 
have gotten this surplus material. You could not have gotten it and 
others could not have gotten it without first going to a man named 
Dawson or Trucks & Spares, is that what you know? 

Mr. Rappaport. Well, I’d hardly say that. I had purchased ma- 
terials before I met Dawson over in Europe. 

Mr. Fine. From whom ? 

Mr. Rappaport. The British Ministry for one, and a couple of 
smaller concerns, I believe they were named off yesterday, one or two 
in France. The bulk of the material, the great mass, was definitely 
in Dawson’s hands. 

Mr. Fine. And the cream of the crop, there is no doubt about that, 
is there? 

Mr. Rappaport. That is right; that is right. 

Mr. Frvr. Was it common rumor in the trade that you had to deal 
with Dawson if you wanted to get something ? 

Mr. Rappaport. Yes, they told us that; the officials of STEG told 
us that. 

Mr. Fine. And did you have a similar situation elsewhere on the 
globe, say, the Philippines, or was that just limited to Europe ‘ 

Mr. Rappaport. That was limited to Europe, so far as I was con- 
cerned because I had not gotten into any other theater personally. 
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Mr. Brownson, In that same connection, do you have, any knowl- 
edge or have you heard any conversations to the effect that other 
American firms made bids to STEG for the property which Dawson 
later took over? 

Mr. Rarpaporr. No, I didn’t know of any. I believe it was yester- 
day that someone mentioned that to me. That is the first I had 
heard of it. 

Mr. Curtis. I have one further question. Do you happen to know 
what McLauren’s acquisition cost of this material was? 

Mr. Rappaport. My information was that the testimony brought 
out that he had paid around $6,000, 

Mr. Curtis. About $6,000 and he sold to you for $45,000 ¢ 

Mr. Rarraport. For $50,000. Well, we finally*paid him $45,000. 
He had received $25,000 on the initial payment. 

Mr. Curtis. Then getting back to my original question it looks like 
if there had been a little initiative on the part of our Government 
officials in the control of that property they could have realized a great 
deal more than $6,000 if they had contacted you or done some adver- 
tising in this country, is that not a fact ? 

Mr. Rarraprorr. Yes, this is correct. If they had held on to the 
materials and offered it to everyone the way our Government did do 
on some of the other sales: we received invitations to bid on entire 
lots in different islands. 

Mr. Curtis. Do you know why the Government did not do that in 
this instance ? 

Mr. Rappaport. I haven’t the least idea. 

Mr. Curtis. You did not get into that in this lawsuit at all? 

Mr. Rarraport. No. 

Mr. Curtis. You did not know whether McLauren had any con- 
nections with any of the Government officials? 

Mr. Rapparort. No, I didn’t. I was of the impression, though, that 
these materials were turned over to the Philippine Government, that 
they were not 

Mr. Curtis. Not the United States? 

Mr. Rappaport. Yes. 

Mr. Curtis. That is correct. It was the Philippine Government 
that McLauren was dealing with. 

Mr. Rarrarort. That is right. 

Mr. Curtis. Do you know the terms of the agreement whereby the 
United States had turned the materials over to the Philippines? 

Mr. Rappaport. No, I don't. 

Mr. Brownson. One other question. Do you deal in surplus air- 
‘aft parts at all? 

Mr. Rappaport. I might say, no. Just a very negligible amount. 
Mr. Brownson. Have you in the course of accumulating surplus, 
have you ever purchased any surplus here in the United States from 
educational institutions or other institutions to whom that property 
had been turned over by the Government? It might possibly have 
filtered up as high as State governments; in other words, this is not 
particularly on this truck situation; another development currently 
where we are interested in tracing where the donable property was 
turned over to educational institutions, 
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Mr. Raprarorr. I knew of such property in several cases. We 
were very interested in acquiring it, but were told that they were 
not permitted to sell this on the open market, although they did not 
need it at the time. 

Mr. Brownson. When you say “they,” who do you mean? 

Mr. Raprarorr. Well, there are two or three local schools right in 
the State that had some of these materials and they were standing idle 
and when we learned of them we contacted the people in authority 
and they explained to us that they were not permitted to sell them. 

Mr. Brownson. Thank you. j 

Mr. Frne. You said something about officials of state told you 
that you could contact Dawson for some of this material. 

Mr. Rappaport. ‘Yes. 

Mr. Fine. Can you tell us who they were? 

Mr. Rappaport. I don’t remember their names. 

Mr. Fine. Officials of state, of what state, United States? 

Mr. Rappaport. STEG, their term of War Assets. 

Mr. Fine. I thought you said “state.” 

Mr. Rappaport. No. Two top officials I met at Kitzingen. That 
was the first confirmation I had of the rumors that a man by the name 
of Dawson had bought up all of the materials. 

Mr. Fine. Would you tell us in your opinion there was a small 
clique—whether in Europe or in the United States—that was con- 
trolling the purchase of the bulk of these surplus materials? 

Mr. Rappaport. Well, frankly, no. Up until the recent informa- 
tion I have run into in the newspapers, coming out of this particular 
investigation, I did not know there was any type of clique. I was 
inclined to take these rumors that were scattered around Europe with 
a grain of salt. That particular one was confirmed very much to 
my surprise because it was such a large tie-up of all of those materials. 

Mr. Fine. You were not then of the opinion that there was a clique, 
but are you now of the opinion that there was a clique ¢ 

Mr. Rappaport. It would appear so now; yes, sir. 

Mr. Brownson. In your conversations with Mr. Dawson did he 
ever discuss with you the methods by which he acquired the material 
from STEG in the first place? 

Mr. Rappaport. No. 

Mr. Brownson. Did he ever discuss with you any connections that 
he had with high officials in the United States Government which 
made it possible for him to get over there at a very early period when 
it was difficult to get into Germany and secure this property ? 

Mr. Rappaport. He did not. He mentioned that he had been to 
the United States in 1948. That is the only thing that I was able 
to tie in later. 

Mr. Brownson. Did he mention to you any connections at all that 
he did have here with officials in the United States or with those in 
semiofficial capacity ? 

Mr. Rappaport. If he did; I don’t remember them. 

Mr. Brownson. Did he ever mention the name of John Maragon 
to you? 

Mr. Rappaport. No, sir. 

Mr. Dononvur. Did you check on who had title to this material 
before you saw fit to purchase it from the McLauren Bros. or from 
the people over in the European theater? 
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Mr. Rarrarortr. Well, of course, we'd first try to satisfy ourselves 
that they did own it and then, of course, we took the necessary pre- 
cautions through our method of payment by letter of credit to make 
sure that we had clear title to the goods once we paid for them. 

Mr. Dononve. In your negotiations, say, with the McLauren Bros. 
when they offered this material to you for purchase, did you say to 
them, “Well, how do I know that you came by this material honestly 
and honorably and legally?” 

Mr. Rappaport. Well, about the only thing I felt that I should 
be concerned with was that they were able to give me clear title on it. 
I could only assume that if they could do that, that they had clear 
title, and if they were in violation of anything down there, I had 
no way of checking it. I could never ascertain that other than the 
proof of receiving ¢ ‘lear title to the materials I bought. 

Mr. Dononvr. You felt that if the *y could get it out of the Philip- 
pines that they must have had good title to it? 

Mr. Rarrarort. Yes. It is my experience that anything shipped 
out of a country is pretty well surveyed on that if there was any- 
thing out of the way about the ownership of the material, or any- 
thing that would be screened at the time that it was leaving the 
country. 

Mr. Dononve. Most of the material that you purchased in the 
European theater came from Trucks & Spares, is that right? 

Mr. Rarrarort. No. 

Mr. Dononve. I mean, percentagewise. 

Mr. Rappaport. No; not even percentagewise. I'd say less than 
half of the materials I bought there came from Trucks & Spares. 

Mr. Donouve. So that you had no difficulty in dealing with other 
people over there in getting this surplus material ? 

Mr. Rappaport. That is right. 

Mr. Dononve. In other words, Dawson was not the only one over 
there that you could make purchases through ? 

Mr. Rappaport. That is right. 

Mr. Dononur. Did you ever deal directly with STEG? 

Mr. Rappaport. No. 

Mr. Dononvr. Why did you not? 

Mr. Rappaport. I attempted to on my first visit there in May of 
1950. It was my first time there, and I went directly to STEG to do 
business with them, and they told me at that time that Mr. Dawson 
was the man I'd have to see. 

Mr. Dononvs. And did they tell you why you had to see Mr. 
Dawson? 

Mr. Rarrarorr. They said that he had bought up the entire lot of 
materials that STEG had. 

Mr. Dononvr. Did they tell you that he had made an absolute 
purchase of all of the material or merely had an option to purchase? 

Mr. Raprrorr. No; they told me that he had made an absolute 
purchase. 

Mr. Dononvr. Where did you first see Dawson or meet with 
Dawson ? 

Mr. Rarrarort. Shortly after that stop in Kitzingen to see STEG. 
I was in Paris, and I saw Mr. Dawson in the Continental Hotel in 
Paris. I do not remember now who directed me to him or how we 
happened to find out that he was right there at the hotel, but we were 
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looking for him, and there was something of a coincidence. I think 
that he was right there. And we learned he had been right at the 
hotel. 

Mr. Dononvur. Getting back to the Philippine transaction. 

Mr. Brownson. Will you yield for a question there ¢ 

Mr. Donouve. Yes; I will. 

Mr. Brownson. You bought both British material and American 
material in the European theater? 

Mr. Rappaport. That is right. 

Mr. Brownson. The British material, who did you buy that from 
besides the British Ministry, and by that I mean primarily material 
of British origin or American material which was in the custody of 
the British Government. 

Mr. Rarraporr, One other company that I mentioned yesterday, the 
C. J. Fox. 

Mr. Brownson. Is that an American or British company ¢ 

Mr. Rappaporr. No; British company in London. 

Mr. Brownson. That is a British company ? 

Mr. Rapraporr. Yes. 

Mr. Brownson. When you were buying material of American ori- 
gin and material in American hands, did you buy any of that from 
anybody in the European theater besides from Dawson, a British 
subject ¢ 

Mr. Rappaport. If I understand you correctly; yes. The similar 
material to what we bought from Dawson, we bought in smaller quan- 
tities from other dealers. 

Mr. Brownson. I see. In other words, Dawson’s monopoly ex- 
tended primarily over the material at Kitzengen ? 

Mr. Raprarorr. No. Also in Kassel and in Nuremberg. There 
was no question that he had a monopoly where he had many thou- 
sands someone else might have 20 or 30 pieces. 

Mr. Brownson. And he never did discuss with you at any time how 
he happened to be able to tie it up? 

Mr. Rapp iveae! No, he didn’t. I don’t remember anything to that 
effect. 

Mr. Curtis. Just pursuing this before we go into the Philippines, 
did you meet when you were meeting with Dawson a man by the name 
of Riley? 

Mr. Rappaport. I don’t believe so. 

Mr. Curtis. A man by the name of Van Allen? 

Mr. Rappaport. I don’t remember that name, either. 

Mr. Curtis. A man by the name of Allen Breathwaite? 

Mr. Rappaport. No. 

Mr. Curtis. Did you meet any associates of Dawson that you recall 
or anyone working for him? 

Mr. Rappaport. Yes; I remember the one name, George Mitchell. 
And there were several others that I met there, but as I remember 
it they were all German people with typically 





Mr. Curtis. They were not American or English ? 

Mr. Rappaport. That is right. I met a man, I believe was his attor- 
ney, Jeffrey Bing, with him in Paris. 

Mr. Curtis. Did you ever go outside of France or Germany to meet 
any of these people? 
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Mr. Rappaport. No; we had to meet them at different places on 
different occasions, but I believe they were all in France and in 
Germany. 

Mr. Curtis. There was not anyone you ever met in Switzerland, 
was there? 

Mr. Rappaport. Of their group? I don’t think so. 

Mr. Curtis. Was there anyone from Zurich, Switzerland ? 

Mr. Rappaport. Yes; I would remember his name, if I heard it, the 
man with the German name. 

Mr. Curtis. Did he have a “Dr.” in front of it, do you recall ? 

Mr. Rappaport. Yes. 

Mr. Curtis. I have no further questions. 

Mr. Fine. Do you know attorneys by the name of Hayes and Gold- 
stein here in Washington ? 

Mr. Rappaport. No. 

Mr. Fine. Never had any business with them ? 

Mr. Rappaport. No. 

Mr. Dononvr. For my own benefit and probably for the benefit 
of the members of the committee, when you entered into these trans- 
actions with the McLauren brothers and also with people over in the 
European theater, did you know what vou were actually getting by 
way of equipment and material / 

Mr. Rappaport. We thought we did. We took every precaution 
we could to see that it should be. 

Mr. Dononvr. I mean, what means were used to bring to your at- 
tention what you were actually getting ? 

Mr. Rapprarorr. In Europe, as stated, we had seen the materials 
and we specified which of them we wanted. And on the Manila trans- 
action we contracted for specific units, describing just what they were 
for type and model and so forth. And further than that, engaged the 
services of some engineering concern down there who were to survey 
these materials. And I sent them photostatic copies of pictures of 
these materials and gave them casting and forging numbers that were 
readily found, so that they could identify them. 

Mr. Dononver. In other words, when the McLauren brothers came 
to you, that is, one of the McLauren brothers came to you, they had 
descriptions and photographs to show you? 

Mr. Raprarorr. No. For example, they were cutting up a number 
of GMC trucks of two types. There is the so-called split-type axle 
and the banjo-axle-type truck. And we agreed to take the major 
components of these trucks; in other words, there would be probably, 
the amount was 200 trucks, so there would be 200 rear rear axles, 
200 forward rear and 200 front, and 200 transmissions, and 200 trans- 
fer cases, and 200 engines, and so forth. 

Then we, of course, have these books describing and identifying the 
various parts. We took photostatic pictures out of the books and sent 
them to the engineering concern down there to ascertain that we were 
getting somewhere near what the materials would be. We explained 
to them and to McLauren both that we could not allow an inexperi- 
enced concern, that is, inexperienced in our particular line, to make 
any final decisions or purchases for us. However, we did not want 
their services to make this cursory check of the materials. 

Mr. Dononve. And you received a report from them ? 

Mr. Rappaport. Yes. 
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Mr. Dononve. In response to your request for them to make the 
survey ? 

Mr. Rappaport. Yes. 

Mr. Donounvr. When you got that report that was more or less what 
you. based the price on that you would pay McLauren for them? 

fr. Rappaport. Well, no. We deal in those items as specific values. 
We knew about what we would pay for them and we negotiated for 
our price on them. 

Mr. Donouve. Let me ask you this: When you received the report 
back from this engineering firm you could readily determine whether 
or not these particular parts were useful parts or whether or not they 
would have to be scrapped, is that correct ¢ 

Mr. Rappaport. I expected to, yes. 

Mr. Dononvr. And the price that you would pay or would be willing 
to pay for useful parts would be much higher than the price that you 
would pay for scrap ? 

Mr. Rappaport. Ves, definitely. 

Mr. Dononve, So you knew pretty much, with quite some degree of 
certainty, what you were going to get by way of useful parts and what 
you would have to scrap before the materials ever arrived in this 
country, did you not? 

Mr. Rappaport. No. We should have, but we did not. I came to 
this engineering concern there through a recommendation of our insur- 
ance company who contacted the Board of Underwriters, I believe, of 
New York and they referred us to a concern in Manila that could 
handle this. This Manila concern said that they would in turn have to 
hire this engineering firm because this was a little out of their regular 
work. The reports were more or less favorable on them. 

When I saw the materials I immediately contacted the first company 
down there and indicated that I felt they had either been derelict in 
their work or had been bought over, because the materials were so 
obviously bad when they said they were acceptable. 

I might have been partly to blame there. I have not tried to 
make any claim on these people. I had written them at the time that 
they were not to expect these materials to be brand-new, that I was 
interested in buying them, and I wanted them to be reasonable in their 
inspection. However, I did not want anything that was broken or 
badly rusted. So I gave them a certain amount of Jaxity in their 
inspection and they went all the way. 

Now this company in Manila, the E. E. Elser, who engaged this 
other engineering concern, were greatly concerned at my complaint 
and immediately made investigation, but they wrote me back that 
they were convinced that this was a very reputable house and that 
it was properly handled and they just can’t understand how that 
type of report could have gone out on materials that proved te be 
that bad. 

Mr. Dononve. Well, tell me, this material that you bought in the 
European theater, did you post a bond when that was brought into 
this country ? 

Mr. Raprarorr. No. We were not required to. 

Mr. Donouve. What material did you purchase in the European 
theater ? 

Mr. Rarrarorr. There were parts of military trucks. 

Mr. Dononvr. Were they assembled parts / 
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Mr. Rappaport. Yes. I am not too familiar with the details of those 
transactions, but if I understand them correctly the axles and trans- 
missions and other components of complete trucks were allowed back 
into the country free of restrictions under the interpretation that they 
are American goods returned in form other than that which was ex- 
ported; in other words, they went out as a whole truck and came back 
as parts. And we, of course, checked that carefully and that is how 
that was brought in. 

The others, for example, the Canadian-made and British-made 
materials, we paid duty on. 

In my opinion, that is being handled with very rigid care because 
of our particular experience with this messed-up deal out of Manila. 
We have been extremely cautious in how we bring in anything from 
out of the country. 

Mr. Dononvr. In other words, you did not purchase any trucks? 

Mr. Ravrarorr. No, we did not bring in any complete truck units. 

Mr. Dononve. Like that in Europe? 

Mr. Rapprarorr. We did not bring any in, although after repeated 
requests were turned down for the privilege of bringing these in, we 
did receive authority to go ahead and bring them in, that they are 
deemed now in short supply and would be beneficial to our economy. 
1 have a letter with me dated September 22, 1950, signed by Mr. Beck 
of the Department of Commerce, telling us that we can now bring in 
these types of vehicles. 

Mr. Dononvr. Well, prior to the issuance of that letter, did you 
bring in any parts that were already in crates over there ¢ 

Mr. Rappaport. No, we did not, outside of the Canadian and British 
parts that we paid duty on. 

Mr. Dononve. Any parts,that you did bring in were parts that were 
taken from equipment over there / 

Mr. Rarraporr. That is right. 

Mr. Brownson. Might we have that letter inserted in the record at 
this point from the Department of Commerce ¢ 

Mr. Dononve. If there is no objection. 

Mr. Raprarorr. Not on my part. 

Mr. Fine. Is it a long letter ¢ 

Mr. Rarparorr. No. 

Mr. Donouve. That letter will be made a part of the record at this 
point. 

(The letter dated September 22, 1950. and marked “Exhibit 35,” 
follows: ) 

EXHIBIT 35 
DEPARTMENT OF COMMERCE, 


BUREAU OF FOREIGN AND DOMESTIC COMMERCE, 
Washington 25, D. C., September 22, 1950. 
Mr. Max E. RAPPAPORT, 
The Northwestern Auto Parts Co., Minneapolis 11, Minn. 

Dear Mr. Rappaport: We have your letter of September 15 in which you apply 
for permission to reimport into the United States from Germany the following 
equipment, which is classified as foreign excess property : 

Approximately 50 carriers, light cargo M29 full track. 

Approximately 200 carriage, motor M13 half track. 

You indicate these would be used in agriculture, mining, and logging and that 
such vehicles are in short supply. 
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On the assumption this property is being imported for sale in the Great Lakes 
region, your application is approved on the basis that off-the-highway vehicles of 
this type are in short supply. 

We are notifying the collector of customs at Chicago, of this approval as per 
copy of letter enclosed. 

Very truly yours, 
WILiiAM L. BEcK, 
Foreign Excess Property Officer. 

Mr. Donouve. Was that letter solicited or was it issued generally ? 

Mr. Rappaport. No; that is in response to our inquiry. I have one 
jetter ahead of it that refuses our request to bring them in. 

Mr. Donouver. What was the date of that letter? 

Mr. Rappaport. That was June 21, 1950. 

Mr. Donounvur. Would you mind reading that aloud at this time, 
the letter of refusal ? 

Mr. Rappaport. This is addressed to myself. 

(The letter referred to marked “Exhibit 36,” follows: ) 


ExHIBIT 36 


We have your letter of June 12, in which you ask our permission to reimport 
some 500 tons of truck rear axles, trunnion bars, transfer assemblies, brake 
drums, pillow blocks, and power take-offs from military type trucks which are 
classified as foreign excess property. 

As we advised Mr. Hoeneke long-distance telephone on March 28, this office 
will not grant permission for the entry of such parts and assemblies unless con- 
vinced that similar new parts are in short supply in this country or that specific 
importation would otherwise be beneficial to the economy of the United States. 
‘This is a consistent position on our part. 

We are still strictly following foreign excess property Orders 1 and 2 with 
which you are familiar and we recognize only opinions or interpretations of those 
orders such as have been given in the past by the Department of State in the 
case of goods sold as surplus prior to July 1, 1949, or by the Department of 
Commerce in the case of goods sold on or subsequent to that date. 

Mr. Fine. You had better put in the source of the letter. 

Mr, Rarprarorr. William L. Beck, Foreign Excess Property Officer, 
United States Department of Commerce, June 21, 1950. 

Mr. Brownson. What did you say Dawson’s attorney’s name was 
that you met with Dawson at one time? 

Mr. Rapparorr. Jeffrey Bing. 

Mr. Brownson. Is he a British subject ; do you know? 

Mr. Rarrarort. Yes; I understand he is. 

Mr. Brownson. He was with Dawson in Paris? 

Mr. Rappaport. That is right. 

Mr. Curtis. I have one question on that. Was this person from 
Zurich, Dr. Paul Hagenbach ? s 

Mr. Rappaport. Yes. 

Mr. Curtis. Where did you meet him? 

Mr. Rappaport. I think I met him in Zurich, because I was in Zurich 
and that is his headquarters. 

Mr. Curtis. Was Dawson there with him at the time? 

Mr. Rarrarvorr. No; Mitchell was. 

Mr. Curtis. Mitchell was with him? 

Mr. Rarparorr. Yes. 

Mr. Curtis. Did Dawson or Mitchell refer you to him; how did 
you go to come to go there? 

Mr. Rappaport. He was the man that drew up the contracts. 

Mr. Curtis. Hagenbach was? 
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Mr. Rapraport. That is right. 

Mr. Curtis. Had you any indication that Hagenbach was Dawson’s 
boss ? 

Mr. Rarrarort. That Hagenbach was Dawson’s boss ? 

Mr. Curtis. Yes. 

Mr. Rappaport. Certainly did not have that impression. 

Mr. Curtis. Did you have the impression that they were associates 
or What impression did you have of their relationship ? 

Mr. Rarparorr. I thought he was just acting as an attorney. 

Mr. Curris, Acting as an attorney / 

Mr. Rarraport. For them. 

Mr. Curtis. I see. 

Mr. Donouvr. On this letter that you received from the Depart- 
ment of Commerce, dated September 22, 1950, it states that you did 
represent that this equipment set forth in the letter, approximately 
50 carrier, ligh cargo M-29 full track, approximately 200 carriage, 
motor M-13 half track; you indicate that these would be used in agri- 
culture, mining, and logging and that such vehicles are in short supply. 

Mr. Raprarorr. Yes. 

Mr. Dononvur. As a result of the permission given to you by this 
letter, was this equipment brought into this country ? 

Mr. Rarpaporr, Not by us: no. We didn’t get them. 

Mr. Dononver. To your knowledge, was it brought in by anyone 
else / 

Mr. Rarparorr. Not to my knowledge; no. 

Mr. Donouver. Well, what did you mean when you said that it was 
not brought in “by us” ¢ 

Mr. Rarrarort. Someone else might have bought it subsequently 
and brought it in. 

Mr. Donouver. You say you have no knowledge that it was brought 
in? 

Mr. Rarparorr. That is correct. 

Mr. Donoucve. I have no further questions. 

Mrs. Harden? 

Mrs. Harpen. No questions. 

Mr. Donouvr. One more question. Mr. Rappaport. As a result 
of the request that you made in June of Commerce for permission 
to have this equipment brought into the country, did you at that time 
represent that this equipment was in short supply / 

Mr. Raprarorr. Why, I don’t remember if I particularly specified 
it on that, but these items were in short supply. 

Mr. Donouve. And do you know if Commerce made any survey 
of the area in which you carry on your business for the purpose of 
determining whether or not this equipment was in short supply ¢ 

Mr. Rappaport. I doubt very much if they did. 

Mr. Donouvr. If there are no further questions, you may be ex- 
cused. 

Mr. Curtis. Not so much from this witness. but to get a clarifica- 
tion in the record, it is my understanding that there was a Philippine 
Rehabilitation Act of 1945 under which we transferred the property 
to the Philippines. 

Do you know, or does anyone here know, whether that is so? Do 
you happen to know? 

Mr. Rappaport. That sounds familiar, but I have never ascertained 
that. 
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Mr. Curtis. At this part of the record I believe the colonel here 
knows that and I wonder if we could have that information inserted 
into the record by a question of the colonel. 

Mr. Dononusz. Would you mind repeating the question ? 

Mr. Curtis. As to whether or not it was not the Philippine Re- 
habilitation Act of 1945 under which the United States surplus was 
transferred to the Philippine Government. If I could have the colonel 
just state that. Give your name. 


STATEMENT OF COL. FRANK B. JORDAN, GSC, OFFICE OF LEGIS- 
LATIVE LIAISON, OFFICE OF CHIEF OF STAFF, DEPARTMENT OF 
THE ARMY 


Colonel Jorpan. I would prefer to furnish that information firmly 
at a later date as I gave you a memo from memory. My recollection 
is, however, that the entire transaction was under the terms of the 

Philippine Rehabilitation Act of either 1944 or 1945. 

Mr. Curtts. May I supply that information later and have it in- 
serted in the record at this point ? 

Mr. Dononve. If there is no objection, it will be so done. 


Qo, 


(The information referred marked “Exhibit 37,” follows: ) 


ExHisitT 37 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF LEGISLATIVE LIAISON, 
Washington 25, D. C., April 17, 1951. 
Memorandum for Mr. Herbert Small, Subcommittee on Intergovernmental Rela- 
tions, Committee on Expenditures in Executive Departments, House of 
Representatives 

Reference the hearings before the subcommittee on April 13, 1951, at which 
time this information was specifically requested by your subcommittee, there 
follows below an outline of the turn-over of surplus property by the Department 
of the Army in the Philippine Islands. 

The Philippine Rehabilitation Act of 1946 (secs. 201-206, Public Law 370, 79th 
Cong.) authorized the grant to the Philippines, without reimbursement to the 
United States, of surplus property in the Philippine Islands aggregating not more 
than $100,000,000 in fair value as estimated by the Foreign Liquidation Com- 
missioner. The Foreign Liquidation Commissioner, who was responsible for the 
disposal of all surplus property in foreign areas, executed an agreement with the 
Philippine Government on September 11, 1946, to carry out the provisions of the 
act mentioned above. This agreement, known as the Philippine bulk sale agree- 
ment, also provided that all surplus United States property in the Philippine 
Islands on September 11, 1946, would be turned over to the Philippine Govern- 
ment. Aircraft, ships, and nondemilitarized combat matériel were excepted from 
the agreement. 

After declaration of the property to the Foreign Liquidation Commissioner for 
disposal as surplus, possession passed to the Philippine Government at the earliest 
practicable date upon either: 

(a) The surrender by the United States and the acceptance by the Philip- 
pine Government of physical or constructive possession, or: 

(b) The passage of 60 days time after notice to the Philippine Govern- 
ment that specific property was available for transfer. 

Until possession passed to the Philippine Government, the United States was 
to have custody and control of the property sold and was required to give it the 
sume care and protection as accorded its own property of like character. 

By agreement between all parties concerned, it was normal for the Army to 
notify the Foreign Liquidation Commissioner of the availability of property, 
guard it for the stated 60 days, at which time possession of the property con- 
structively passed to the Philippine Government unless actual custody had already 
been assumed, 
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Substantially all transfers of personal property under this agreement were 
completed by September 30, 1949, and the transaction was officially terminated 
on April 20, 1950, by a supplement to the original agreement of September 11, 1946. 

During period covered by the agreement no sales of surplus property were 
made by the Army in the Philippines, as all property not required for Army 
needs was transferred to the Philippine Government through the Foreign Liquida- 
tion Commissioner under the bulk sales agreement. 

FRANK B, JORDAN, 
Colonel, GSC. 

Mr. Brownson. I would like to thank Mr. Rappaport for the com- 
pleteness and the candor of his testimony and to tell him that many of 
the things that he has said have pointed out, as have many of the 
other things we have heard before, the value of the scrap and salvage 
and rehabilitation industry in the war effort and to assure him that 
it is not the desire of this committee in any way to cast any asperions 
on the very important industry which fills a very vital function at this 
time. 

Mr. Frxe. I join with Mr. Brownson and I think there ought to be 
a statement from the chairman, as was done with respect to the other 
witnesses, commending Mr. Rappaport for being here and giving us 
this frank and candid statement. 

Mr. Dononve. In behalf of the committee, Mr. Rappaport, I wish 
to say that we appreciate very much your cooperation and your frank- 
ness In assisting us in clarifying this very confused situation relative 
to disposal of war surplus. 

I would likewise like to state that at some time in the near future 
we hope to be in a position to send a letter to your banking firm with 
which you do business for the purpose of clearing up any doubts in 
their minds about the honorable way in which you carried on your 
business. 

Mr. Rappaport. I would a appreciate that. 

Mr. Dononver. I think probably for the benefit of the other mem- 
bers of the committee it might be well at this time to explain the 
difficulties that you have been confronted with relative to the banking 
firm with whom you have been doing business for the purpose of 
establishing your credit. 

Mr. Rappaport. We use our bank quite a bit and have the benefits 
of some very substantial loans from them when we need them, but 
recently when I visited the bank, the bank’s president in charge of our 
account mentioned that there was some concern among his board 
of directors over this publicity regarding war surplus materials. I 
asked him whether he understood that there was no particular crit- 
icism being cast upon us or any inquiry made as to our method of 
doing business, and he said he was sure that we ourselves were in the 
clear as far as anything out of order going on, but he said that the 
board of directors were very disturbed and he gave me generally the 
impression that it might or would affect my credit. Of course, that 
greatly concerns me. 

Mr. Dononvun. After we meet in executive session and go over our 
evidence, we will come to a decision, and I am quite certain that we 
can sort of give you a clean bill of health, so far as this subcommittee 
is concerned. 

Mr. Raprarorr. Thank you. 

Mr. Dononve. If there are no further questions, we will excuse the 
witness and stand adjourned. 

(Whereupon, at 11 a. m., the subcommittee adjourned. ) 
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TUESDAY, APRIL 17, 1951 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL 
RELATIONS OF THE COMMITTEE ON 
EXPENDITURES IN THE Executive DerarTMEnts, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:15 a. m., 
in room 1501, New House Office Building, Hon. Herbert C. Bonner 
(chairman of the subcommittee) presiding. 

Present: Representatives Bonner, Shelley, Lantaff, Harden, 
Brownson, and Curtis. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

This is a continuation of the surplus property studies that the 
subcommittee of the Committee on Expenditures has been making. 

The first witness today is Mr. Seymour Green. Is Mr. Green 
present ¢ 

Mr. Green. Present. 

Mr. Bonner. Mr. Green, will you have a seat, sir. Mr. Green, will 
you be sworn ? 

Mr. Green. Yes; I will. 

Mr. Bonner. Do you solemnly swear that in the evidence you are 
about to give the subcommittee in the matter that is now pending you 
will tell the truth and nothing but the truth, so help you God? 

Mr. Green. I do. 


TESTIMONY OF SEYMOUR J. GREEN, LOS ANGELES, CALIF, 


Mr. Bonner. Mr. Green, are you associated with Green Bros. 
Knterprises ¢ 

Mr. Green. Not at this time. 

Mr. Bonner. Have you been associated with them ? 

Mr. Green. Yes: I have. 

Mr. Bonner. In what capacity ? 

Mr. Green. I managed their Long Beach yards in California in 
1947, 1948, and part of 1949. 

Mr. Bonner. Were you a partner? 

Mr. Green. No: I was not. 

Mr. Bonner. Were you a stockholder or partner in the business? 

Mr. Green. No: 1 was not a stockholder or a partner. I received 
a profit-sharing agreement. 

Mr. Bonner. What is that, Mr. Green ? 
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Mr. Green. For the work which I had done for the Green Bros. 
Enterprises I was to receive a share of their profits. 

Mr. Bonner. Did you procure or buy material for the Green 
brothers ? 

Mr. Green. Yes: I did. 

Mr. Bonner. That was your association with them, was it / 

Mr. Green. Correct. 

Mr. Brownson. Mr. Chairman, may I suggest that a roll call be 
made to show who is present. 

Mr. Bonner. Yes. Call the roll of the subcommittee: 

Mr. Smaui. Mr. Hoffman. 

(No response. ) 

Mr. Smauu. Mrs. Harden. 

Mrs. Harpen. Here. 

Mr. Smauu. Mr. Brownson. 

Mr. Brownson. Here. 

Mr. SMALL. Mr. Curtis. 

Mr. Curtis. Here. 

Mr. Smatu. Mr. Donohue. 

(No response. ) 

Mr. SmMaAuu.. Mr. Fine. 

(No response. ) 

Mr. Smauu. Mr. Shelley. 

(No response.) 

Mr. Smauu. Mr. Lantaff. 

(No response. ) 

Mr. Smauu. Mr. Bonner. 

Mr. Bonner. Present. 

Well, the subcommittee finds it is without a quorum and so will recess 
for a few minutes until some other member of the subcommittee 
comes in. 

(Short recess taken. ) 

Mr. Bonner. The subcommittee will now come to order. The clerk 
will again call the roll of the subcommittee. 

Mr. Smautu. Mrs. Harden. 

Mrs. Harpen. Here. 

Mr. Smauu. Mr. Brownson. 

Mr. Brownson. Here. 

Mr. SMA. Mr. Curtis. 

Mr. Curtis. Here. 

Mr. Smauu. Mr. Donohue. 

(No response. ) 

Mr. Smauu. Mr. Shelley. 

(No response. ) 

Mr. Smauu. Mr. Fine. 

(No response. ) 

Mr. Smauu. Mr. Lantaff. 

Mr. Lanrarr. Here. 

Mr. Smauu. Mr. Bonner. 

Mr. Bonner. Present. 

A quorum of the subcommittee is now present and, Mr. Green, I 
will therefore have to swear you again. Do you solmenly swear that 
in the evidence you are about to give in the matters now pending before 
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the subcommittee you will tell the truth and nothing but the truth, so 
hee you God ¢ 

Mr. Green. I do. 

Mr. Bonner. I imagine it will be satisfactory with the subcommittee 
to let the questions that have been asked stand at the present time. 

Now, Mr. Green, will you give your full name. 

Mr. Green. Seymour Joseph Green. 

Mr. Bonner. Your residence, business. 

Mr. Green. My home residence is 2112 Guthrie Drive, Los Angeles, 
Calif. My business is at 5753 South Alameda Street, Los Angeles, 
Calif. 

Mr. Bonner. And from the questions asked you before it is under- 
stood by the committee that you were never a partner, or did you 
ever own interest in Green Bros., Inc. 

Mr. Green. I never owned interest. 

Mr. Bonner. You were merely an employee / 

Mr. GREEN. I believe you could term it that way. 

Mr. Bonner. Of Green Bros. Enterprises / 

Mr. Green. Right. 

Mr. Bonner. Did you personally conduct any of the transactions 
relating to the acquisition of surplus property ¢ 

Mr. Green. Yes, I did. 

Mr. Bonner. What authority did you have / 

Mr. Green. What authority did I have to purchase ? 

Mr. Bonner. That is right. 

Mr. Green. I don’t know exactly what you mean, Mr. Bonner, what 
authority did I have. 

Mr. Bonner. Well, were you sent out as an agent ¢ 

Mr. Green. I was not sent out to the Philippines to purchase trucks 
by the Green Bros. Enterprises. 

Mr. Bonner. For what purpose, then, did you go to the Philippines 
yourself. 

Mr. Green. I went to the Philippines because I had seen in San 
Francisco several boatloads of equipment which had come in from 
the Philippines and I inquired into this equipment and found out it 
had been bought at very reasonable prices in the Philippines, and I 
decided to go over there and see some of the equipment for myself. 

Mr. Bonner. Did you form any business associates before going to 
the Philippines? Was there a reason for you to go? 

Mr. Green. Yes, I was associated with a Mr. Biesel and a Mr. 
Haggarty who had previously purchased equipment in the South 
Pacific, had had a knowledge of it. Mr. Biesel had been in the Philip- 
pines and had told me that he had seen tremendous quantities of 
trucks and tractors, trains, all types of construction equipment. 

Mr. Bonner. When did you first go to the Philippines for the 
purpose of acquiring surplus property ? 

Mr. Green. I went in August 1947. 

Mr. Bonner. What source did you contact in the Philippines with 
respect to purchasing surplus property ¢ tat). 

Mr. Green. Well, the very first day that I was in the Philippines, 
which I believe was on August 21, I went to a large truck yard in 
Manila where they sold trucks, and I inquired as to the price of these 
trucks and I found they were asking about $400 for large Army sur- 
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plus trucks. I further inquired that day and I found that these people 
had been buying the trucks from the Surplus Property Commission 
in the Philippines. 

Mr. Bonner. Is that the Government agency / 

Mr. Green. Government agency. 

Mr. Bonner. What was the name of the firm, do you remember? 

Mr. Green. I believe—I can’t recall the exact name of the firm. 
but I know the proprietor’s name was a Mr. Yap, a Chinese man. 

Mr. Bonner. Did he represent the Philippine Government in any 
respect ¢ 

Mr. Green. No, he did not. He was a private dealer. It was only 
through him I learned that the Philippine Government had many 
trucks to offer. He had purchased his trucks from the Philippine 
Government. I went to the Philippine Government and inquired 
further about trucks. 

Mr. Bonner. Were you seeking to purchase materials and trucks, 
other materials for Seymour 

Mr. Green. I went there to purchase any 

Mr. Bonner. Wait a minute. Or for Green Bros., Inc. ? 

Mr. Green. No, not at that time. 

Mr. Bonner. You were there then seeking purchases for Haggarty. 
Biesel, and Green ¢ 

Mr. Green. Correct. 

Mr. Bonner. Did you contact any person holding an ofticial posi- 
tion with the Philippine Government ¢ 

Mr. Green. Yes, I did. 

Mr. Bonner. Whom did you contact ? 

Mr. Green. The Surplus Property Commission, which consisted of 
a committee of four or five men. The chairman of it was a Mr. Mapa 
and other members of the committee was a Mr. Luz, the other was 
a Mr. Gonzoles. There were two or three others whose names I can’t 
recollect. 

Mr. Bonner. Was there a Mr. Qoirino? 

Mr. Green. No, Mr. Qoirino was the vice president, but I have 
never seen Mr. Qoirino or contacted him. I knew he was the vice 
president. 

Mr. Bonner. Did you make any direct purchases from the gentle- 
men you just mentioned ? 

Mr. Green. I made all of the purchases from the Surplus Prop- 
erty Commission. 

Mr. Bonner. And not from the private dealers ? 

Mr. Green. Not from the individuals, that is correct. 

Mr. Bonner. Your first purchases, then, were for Haggarty, Bie- 
sel, and Green ? 

Mr. Green. I never purchased for Haggarty, Biesel, and Green, 
because the events that occurred in the next week or two changed 
Haggarty and Biesel’s mind about buying trucks in the Philippines. 

Mr. Bonner. What were the events? 

Mr. Green. When I left Haggarty and Biesel had informed me 
that trucks could be bought and brought back into the United States. 
However, after I arrived there and checked into the matter, I dis- 
covered that you could not bring trucks back into the United States 
for resale in the United States, that they had to be reexported. 
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Haggarty and Biesel did not have the kind of money to handle a 
deal of that type and did not want to put their money into something 
they did not think they could sell quickly. 

Mr. Bonner. Then what did you do? 

Mr. Green. I advised Haggarty and Biesel that my brothers might 
be interested in buying trucks under those conditions, and that I 
would contact my brothers, and if a deal could be made I would see 
that they would get some return for the original thought and assist- 
ing me in the information they gave me in going over there. 

Mr. Bonner. And did you negotiate the purchase of a thousand 
surplus trucks ¢ 

Mr. Green. I at first negotiated 

Mr. Bonner. For Green Brothers? 

Mr. Green. I first negotiated the purchase of 511, and later ne- 
gotiated for three hundred-odd more trucks, which I think came to 
u total of about 870, but the first purchase was for 511. 

Mr. Bonner. What did you pay for those ‘ 

Mr. Green. I paid $250 apiece for all trucks except wrecker trucks, 
which were sold at $200 apiece. I believe there were about 35 or 40 
wrecker trucks, so the great majority of them were $250 apiece, and 
this price of $250 was the set price by the Surplus Commission. Any- 
body could have purchased them at that price. 

Mr. Bonner. Did you have any difficulty in getting them out of the 
Philippines ¢ 

Mr. Green. I had tremendous difficulty in moving them. No diffi- 
culty in procuring licenses or things of that matter, if that is what 
you are referring to. We had tremendous technical difficulties. 

Mr. Bonner. Just explain what difficulties you had, Mr. Green. 

Mr. Green. Well, the trucks had been standing for long periods. 
We found trucks that were bogged down in the mud. We had to hire 
caterpillars to move them out. We found one lot of about 75 trucks 
that had been completely covered over by the jungle overgrowth. We 
just ran into them accidentally as we were moving other trucks. We 
bumped into it and found they were there. We found snakes on the 
trucks. It was a very dangerous and hazardous job moving that 
equipment. 

We found trucks that were frozen. The wheels had been locked. 
We had to hire equipment to lift them up, lift them up and mount 
them on other trucks so that we could move them. 

We found hundreds of trucks with all tires flat. We had to remove 
the tires and send them back into repair shops to have them fixed 
so that we could move them. It took us the better of 4, 414 months, 
with 75 to 100 men working all the time, to move that equipment. 

(Mr. Shelley entered the room.) 

Mr. Bonner. And your source of information as to the possibility 
of acquiring these trucks was through Mr. H: iggarty and Mr. Biesel ? 

Mr. Green. My original source of information was from Mr. Hag- 
garty and Mr. Biesel, but they did not give me the direct information 
as to how to acquire or who to see. They only knew that there was a 
great deal of surplus property in the Philippines. They did not 
specify whether I was to buy trucks, tractors, or any other material 
for them. 

Mr. Bonner. Mr. Freeman, what aid or assistance did he render 
you in acquiring those trucks? 
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Mr. Green. He rendered me no aid in buying the trucks. After 
I had purchased the first 511 trucks, I was speaking to my brothers 
on a long distance phone call from the Philippines which Mr. Udelson 
was on the phone whom I did not know. It was the first time I had 
ever talked to Mr. Udelson or heard of him in my life. 

My brothers told me they had taken in Mr. Udelson as a partner 
because he had excellent export experience. They felt, because this 
being an export deal, he would be of great advantage to it. Mr. Udel- 
son told me on the phone he knew a Mr. Freeman who was in Manila 
and staying at the Manila Hotel and asked if I would look him up, said 
he might be able to help me, and I looked up Mr. Freeman. 

Mr. Bonner. What was Mr. Freeman’s full name? 

Mr. Green. Joseph Freeman. 

Mr. Bonner. What did Mr. Freeman tell you when you con- 
tacted him? 

Mr. Green. Mr. Freeman told me that he was in the Philippines 
trving to get a great deal of construction work from some committee 
called the Bister committee who was developing plans for the rebuild- 
ing of the Philippine Islands. That was his purpose in being in the 
Philippines, and le asked me what I was doing in the Philippines and 
I told him I had purchased some trucks and was contemplating pos- 
sibly purchasing some more. He asked me what price I had paid and 
I told him. 

I told him TI had paid $250 for the greatest part of them, $200 for 
others; told him that that was the fixed and set price on the trucks 
if they were bought in quantities, and he said he thought he might be 
able to get me a reduction in price because of the great quantity and 
he knew some people in the Philippines. However, he never assisted, 
he never was successful in getting that reduction. All of the pur- 
chases were bought at that price. 

Mr. Bonner. Did Mr. Freeman tell you that he had any close 
association with the President of the Philippines? 

Mr. Green. No; he never told me he had any close association 
with the President that I can recollect at this time. 

Mr. Bonner. With any of the President’s immediate family ? 

Mr. Green. No; I do not believe he did. 

Mr. Bonner. Any Government official ? 

Mr. Green. He told me that he had known some officials in the 
Government that he had met here in Washington during the war. I 
don’t recollect their names. 

Mr. Bonner. You purchased other than trucks, didn’t you? Did 
you purchase any surplus parts? 

Mr. Green. No. In the Philippines I purchased only trucks and 
I purchased some tires and wheels which it was necessary to put on 
the trucks. The Philippine Government sold me tires and wheels 
for many of the trucks which were laying in the mud without tires 
and wheels, and the only way we could move them was to put tires 
and wheels, so they sold me, I think, 500 tires and wheels. 

Mr. Bonner. Was the payment made in United States dollars or 
other currency ? 

Mr. Green. No; the payment was made in United States dollars. 

Mr. Bonner. Was it cash or by letter of trade? 

Mr. Green. No; it was by cash. 

Mr. Bonner. To whom did you make the payments? 
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Mr. Green. To the Surplus Property Commission of the Philippine 
Government. 

Mr. Bonner. Where the trucks delivered to you? 

Mr. Green. Why were they ? 

Mr. Bonner. Where were they delivered ? 

Mr. Green. They weren't delivered to me. I had to take delivery 
myself. 

Mr. Bonner. Did you do any repairing on the trucks in the Philip- 
pines, such as painting and reworking ¢ 

Mr. Green. No; it was impossible to do any repairing on the trucks 
in the Philippines in the areas that the trucks were in. 

Mr. Bonner. Well, Mr. Freeman received a payment of $42,000 
from Green Bros, Inc. What was that payment for? 

Mr. Green. Well, all I know about it is what I have heard from my 
brothers and Mr. Udelson. It seems that there had been a great deal 
of correspondence between Mr. Udelson and Mr. Freeman of which 
the Green brothers were not aware. Mr. Freeman was trying to sell 
a cement plant or something or other for Mr. Udelson. 

There was also other correspondence between Mr. Udelson and Mr. 
Freeman. When Mr. Freeman returned from the Philippines, Mr. 
Udelson had offered him a settlement of $25,000. 

The next thing Mr. Freeman had sued for some sum of $150,000, 
and after the trucks were sold to the Atomic Energy Commission Mr. 
Freeman’s widow was successful in tying up the biggest part of the 
payment from the Atomic Energy Commission. 

The Green brothers needed the money to pay the banks which they 
owed and other obligations, and after everything was considered, 
what the attorney fees would be to try the case, and the possibility that 
we still may have to give them some kind of a settlement, it was decided 
that $42,000 might be the cheaper way out of it. 

Mr. Bonner. Did Mr. Freeman introduce you to any American 
representative in the Philippines, a representative of the American 
Government ? 

Mr. Green. None that I know. 

Mr. Bonner. Did you contact any important official ? 

Mr. Green. No; I contacted—there was a skeleton staff of the OFLC 
remaining in the Philippines at the time I was there, and I contacted 
them to get a clarification of the law regarding the export and import 
of the trucks. 

Mr. Bonner. Did you meet the Schnitzers in the Philippines? 

Mr. Green. I met Harold Schnitzer in the Philippines. 

Mr. Bonner. Did you have any financial transactions with the 
Schnitzers ¢ 

Mr. Green. In the Philippines? 

Mr. Bonner. Yes. 

Mr. Green. Yes: I believe that Harold Schnitzer needed fifteen or 
twenty thousand dollars, I don’t recall the exact sum, one day, and 
told me he would give it to me the following day, and I advanced him 
the fifteen or twenty thousand dollars. About a month or two later 
I needed fifteen or twenty thousand dollars which he gave to me and 
which I returned to him the following day. 

Mr. Bonner. In what way was this money transferred between you ? 

Mr. Green. By check. 

Mr. Bonner. Did you take any collateral for it ? 
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Mr. Green. Did I take any collateral for it? No;Idid not. It was 
a 1-day transaction, and I knew Mr. Schnitzer was a man of financial 
means, I know he had made considerable purchases in the Philippines 
and he knew the same thing about me. 

Mr. Bonner. What was the consideration for which you let him 
have $15,000 ¢ 

Mr. Green. He had money coming from the States which had not 
arrived in time, and he wanted to tie up certain equipment that very 
day. There was competition on the equipment and if they did not 
have the money immediately, he might lose it. 

Mr. Bonner. Was it your money or someone else’s money ? 

Mr. Green. It was the Green brothers’ money. 

Mr. Bonner. And you had authority to handle that money in any 
way you saw fit 

Mr. Green. I believe I did. Mr. Schnitzer had been very nice to 
me. He had located great quantities of trucks and had always told 
me where they were at, saved me a lot of money in the information he 
had given me. I felt that my company would have no objections had 
they known the facts. 

Mr. Bonner. Did you know Mr. Schnitzer before you were in the 
Philippines ? 

Mr. Green. No; I didn’t know him personally. I had heard of 
their firm, however. 

Mr. Bonner. Did Mr. Schnitzer have a staff in the Philippines? 

Mr. Green. Mr. Schnitzer had three or four employees in the Phil- 
ippines. 

Mr. Bonner. Did you know them? 

Mr. Green. Only by sight, not by name. 

Mr. Bonner. Did you know any of them before you went to the 
Philippines? 

Mr. Green. No: I did not. I believe they were all Filipinos to the 
best of my memory. 

Mr. Bonner. Did Mr. Schnitzer show you any letter of credit or 
any communict ition from the Green brothers / 

Mr. Green. No. Mr. Schnitzer didn’t even know the Green brothers. 

Mr. osha Well, that was just an every-day transaction then? 

Mr. Green. No, I wouldn’t say that was an every-day transaction. 
I had spent considerable time with Mr. Schnitzer. We got to know 
each other quite well. 

Mr. Bonner. And it was not an unusual transaction just letting a 
man have $15,000 ? 

Mr. Green. It might have been a little unusual. However, I had 
been there a while and I had seen the man spend many hundreds of 
thousands of dollars on equipment. I knew he was good for $15,000. 
He told me he was going to give it back to me the following day. I 
couldn’t see any great worry in that. 

Mr. Bonner. What was the date of your first purchase ? 

Mr. Green. I can’t tell you exactly. I believe it was in late Sep- 
tember. 

Mr. Bonner. Of what year? 

Mr. Green. Of 1947. 

Mr. Bonner. What was the date of your last purchase? 

Mr. Green. November or December, I can’t recall exactly. 

Mr. Bonner. Of what year? 
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Mr. Green. 1947. 

Mr. Bonner. Did you have any dealings with Shannahan & Co. in 
the Philippines ¢ 

Mr. Green. Shannahan? 

Mr. Bonner. Shannahan. 

Mr. Green. I have never heard the name before. 

Mr. Bonner. Mr. Shelley ? 

Mr. Sueiiey. Where were the trucks located ? 

Mr. Green. The trucks were located at three or four different 
camps. Some of them were at a — called San Fernando, some 
were at a place called Batangas, others were at a place called Guian 
in the Island of Samoa. 

Mr. SHELLEY. Sitting there in truck pools? 

Mr. Green. Sitting in pools, yes. 

Mr. Suetiey. And you bought them as is? 

Mr. Green. As is and where is, and had to move them. 

Mr. Sueuiey. That is all. 

Mr. Bonner. What had the Philippine Government done with re- 
spect to utilizing any of these trucks or equipment that was left there 
by the Army ? 

Mr. Green. How do you mean “utilizing” ? 

Mr. Bonner. Had they used any of the equipment ? 

Mr. Green. There was a market in the Philippines for the smaller 
Army surplus trucks, but there was no market at all for the large ones. 
The trucks were too heavy and too big for Philippine roads. A large 
Army truck is so wide that there wouldn’t be enough room for two 
vehicles to pass each other on a Philippine road. 

Mr. Bonner. What was the mileage, if you remember, approximate 
mileage on the speedometers of these trucks? 

Mr. Green. It varied. It varied from a few thousand, two or three 
thousand up to, we had trucks with fifty and sixty thousand. How- 
ever, we found the trucks with the more mileage on them were in bet- 
ter condition than those with the less mileage on them. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpen. What was the total number of trucks that you pur- 
chased ? 

Mr. Green. It was approximately 860 or 870. I don’t recollect the 
exact amount. 

Mrs. Harpen. And did the Green Bros. sell any of those trucks to a 
Government agency ? 

Mr. Green. Yes, they did. They sold three hundred and fifty-some- 
odd trucks to the Atomic Energy Commission. 

Mrs. Harpen. How much did the Green Bros. receive for those 
trucks, that is, how much a truck? 

Mr. Green. The sale, I believe, was $3,400 for Diamond T’s, and 
$3,900 for Whites, 6 by 6 Whites, 6 by 6 Diamond T’s. 

Mrs. Harpen. Thirty-four hundred for Diamond T’s and what? 

Mr. Green. Thirty-four hundred for 6 by 6 Diamond T’s, and 
thirty-nine hundred for 6 by 6 Whites. 

Mrs. Harven. Did the Green Bros. pay Mr. Freeman for his serv- 
ices? You said he had been very helpful to you, and did you pay him 
for those services? 
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Mr. Green. I didn’t say he had been very helpful to me. I said he 
had tried to help me but he was unsuccessful in what he had tried to do. 

Mrs. Harpen. But you did not pay him for any services rendered ? 

Mr. Green. There was a settlement of a lawsuit in which Mr. Free- 
man was given some $42,000, 

Mrs. Harpen. Forty-two thousand ? 

Mr. Green. Forty-two thousand, correct. 

Mrs. Harpen. Did you pay Mr. Schnitzer for his services? You 
said, I believe, that he had been very helpful to you in locating 

Mr. Green. Mr. Schnitzer wasn’t paid for any services in the Philip- 
pines whatsoever. Mr. Schnitzer had been very friendly and helpful 
in the Philippines, and I likewise had been very friendly to him, be- 
cause Mr. Schnitzer was purchasing tractors and cranes and steel 
pipe, and that sort of thing, and I wasn’t purchasing that, so whenever 
in my visits to the numerous camps I would see these items, I would tell 
Mr. Schnitzer. Whenever he would see trucks, he would tell me. 

Mrs. Harpen. Mr. Schnitzer had been helpful to you in the Philip- 
pines but you had not paid him for his services in the Philippines. 
Had you paid him for services anywhere else ? 

Mr. Green. We paid the Schnitzer Steel Products Co., which is a 
corporation, I believe, owned by four or five of the Schnitzer brothers, 
one-hundred-twenty-five or twenty-six-odd thousand dollars for ob- 
taining, for bringing to us the Atomic Energy Commission. How- 
ever, that amount was set in a manner by me. The amount of the 
Schnitzer Bros.’ commission for the sale to the Atomic Energy Com- 
mission was arranged by me. 

Mrs. Harpen. That is all, Mr. Chairman. 

Mr. Bonner. Well, now that is interesting. You, as I understood, 
were the purchasing agent for Green Bros. Now, did Mr. Schnitzer 
out in the Philippines—— 

Mr. Green. I was more than a purchasing agent, Mr. Bonner. 

Mr. Bonner. That is what I understood. That is what I am com- 
ing to. Out in the Philippines did Mr. Schnitzer discuss with you 
this possibility ? 

Mr. Green. No. 

Mr. Bonner. Of the sale to the Atomic Energy Commission ? 

Mr. Green. No. The Mr. Schnitzer in the Philippines and Mr. 
Schnitzer with whom I later discussed the Atomic Energy sale were 
completely different men. They were brothers. The Mr. Schnitzer 
in the Philippines, to the best of my knowledge, didn’t even know at 
that time that a sale was being made with the Atomic Energy Com- 
mission, 

Mr. Bonner. How did Mr. Schnitzer explain the possibility of 
selling to the Atomic Energy Commission? You say now that you 
negotiated that deal with Mr. Schnitzer? 

Mr. Green. With Mr. Morris Schnitzer. 

Mr. Bonner. Mr. Morris Schnitzer ? 

Mr. Green. My acquaintance in the Philippines was with Mr. Har- 
old Schnitzer. It later developed that Mr. Harold Schnitzer in writ- 
ing letters to his brothers regarding business over there had told them 
that a Mr. Seymour Green had purchased several hundred trucks in 
the Philippines, to Mr. Morris Schnitzer, 1 believe it was. In, I be- 
lieve it was, April or May I received a phone call at about 7 o’clock 
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in the evening at my apartment in Los Angeles from Mr. Morris 
Schnitzer, and he asked me if we had any of the trucks left which I had 
purchased in the Philippines that his brother Harold had written 
fies about. I told him that we did, we had all of them, that we hadn't 
sold any of them as yet, or rather we had practically all of them. 

Mr. Bonner. They had been brought in the country at the time for 
reexport ? 

Mr. Green. Right. They were brought into the country for re- 
export. Mr. Schnitzer asked me how much I would take for a large 
quantity of them, maybe 350 or 400, that he had a customer interested 
in 350 or 400. 

I told Mr. Se hnitzer that in literature to export firms we had asked 
for the Whites $5,500 and we had asked for the Diamond T’s, $4,000, 
but that I would make a price to him and he could make his own price 
to whomever his customer was, whatever the difference was between the 
price I gave him and the price to the customer would be his commis- 
sion, so I told Mr. Schnitzer that we would like to get for the trucks, 
for the Diamond T’s $3,100 net to us, and for the Whites we would 
like to get $3,400 net to us. 

Mr. Schnitzer told me he would phone me the next morning. The 
next morning he did phone me, and he said, he told me at that time 
that if this sale were to be consummated it would have to be a very 
quick delivery, that the buyers were interested in getting the truc ks 
very quickly. There was an important job to be done. They had to 
get quick delivery. 

I told him that we could give very quick deliver, that practically 
that many trucks were reprocessed at that time. He then asked me 
what would be a good commission for him to add on to the net price 
which I had given him, and I told him that inasmuch as we were 
asking $5,500 of export firms for the 6-by-6 Whites, he ought to ask 
around $4,000 or $4,250 for the Whites. 

I believe he later asked $4,000 or $3,900, and I believe I told him 
that he should ask at least $3,500 on the Diamond T’s. I believe he 
ended up asking $3,400, but he asked me then to send him a telegram 
offering him the trucks at the price at which his commission would be 
included, the price that he was adding to the purchase price. 

This was the price that the trucks were later sold to the Atomic 
Energy Commission at, except there was a reduction of $100. We 
cave the Atomic Energy Commission a $100 reduction on all of the 
trucks. 

Mr. Bonner. Mr. Schnitzer, did he inspect the trucks at that time / 

Mr. Green. What ? 

Mr. Bonner. Did he examine the trucks at that time or had he seen 
the trucks? 

Mr. Green. No. He told me that he had talked to several dealers 
in the Portland and Seattle areas who had seen the trucks but who 
had not been able to purchase them because of the export lack of 
permission. 

Mr. Bonner. Now, then, the next morning you confirmed the sale 
to him? 

Mr. Green. The next morning I confirmed the price to him. At 
the conclusion of that phone call he told me the customer was the 
Atomic Energy Commission. 
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Mr. Bonner. Did they send any man as a representative to inspect 
the trucks ¢ 

Mr. Green. They sent several representatives to inspect the trucks 

Mr. Bonner. Then when did they confirm the transaction 

Mr. Green. I believe a period of 2 or 3 days of examination went 
by or 4 days before the deal was confirmed. 

Mr. Bonner. Who did they send to negotiate the deal ? 

Mr. Green. They sent several inspectors and a Mr. Wagner who 
was incharge. He was the chief. 

Mr. Bonner. What is Mr. Wagner’s full name? 

Mr. Green. George Wagner. 

Mr. Bonner. Did he come with Mr. Schnitzer ? 

Mr. Green. No, Mr. Schnitzer never came at any time. 

Mr. Bonner. Mr. Wagner came by himself with his group of in- 
spectors / 

Mr. Green. With inspectors. 

Mr. Bonner. And you negotiated the sale with Mr. Wagner? 

Mr. Green. And my brother Morris then concluded the sale with 
Mr. Wagner. 

Mr. Bonner. And included the commission which the Atomic En- 
ergy Commission paid Mr. Schnitzer? 

Mr. Green. Yes. The difference between the price that we had 
asked Mr. Schnitzer net and the difference in the price that Mr. 
Schnitzer had accorded to the Atomic Energy Commission was in- 
cluded in our sales price. _We were to give the commission to Mr. 
Schnitzer. 

Mr. Bonner. And, in effect, the Atomic Energy Commission paid 
the commission ? 

Mr. Green. Correct. 

Mr. Bonner. Were the trucks driven away or shipped by rail? 

Mr. Green. They could have been driven away but the Atomic 
Energy Commission requested that they be towed to rail and barge. 
The first 100 or 150 went by rail and later they went by barge. The 
Atomic Energy Commission, I understand, got a better rate to move 
them on barges. 

Mr. Bonner. That was the time from the first negotiation to the 
consummation of the sale of about 2 weeks, was it not, or was it? 

Mr. Green. From the time the sale began until the very close of it 
was about 2 weeks? 

Mr. Bonner. The negotiations began until the sale was closed ? 

Mr. Green. It may not have been that long. It may have been 10 
or 11 days. The closing was merely, we merely were given a purchase 
order. 

Mr. Bonner. About 11 days? 

Mr. Green. Approximately. 

Mr. Bonner. Now at the time the negotiation began, these trucks 
were in bond, were they not? 

Mr. Green. To the best of my ability they were still in bond. 

Mr. Bonner. You could not sell one locally at that time. 

Mr. Green. However, I believe at that time our attorneys had told 
us that they had been successful in getting the release. but it was a 
matter of waiting until it appeared in the "Federal Register until we 
could sell. 
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Mr. Bonner. When, to your knowledge did you begin negotiation 
for the privilege to sell domestically? Was it when you started this 
negotiation or previous to it? 

Mr. Green. I believe it was just previous to it that we had started 
the negotiation. We informed the Atomic Energy Commission, how- 
ever, when they came that these trucks were 

Mr. Bonner. ‘That you could not sell them ? 

Mr. Green. That we could not seil them then, but that we could 
sell them within a very few days. 

Mr. Curtis. Mr. Bonner, could we get a date in here, what time of 
vear ¢ 
* Mr. Bonner. Well, what was the date? Do you remember when 
they began negotiations? 

Mr. Green. It was in May, to the best of my knowledge. 

Mr. Bonner. May what? 

Mr. Green. May of 1948. 

Mr. Bonner. What approximate date ? 

Mr. Green. I can’t recollect that close, Mr. Bonner. 

Mr. Bonner. But at that time you say you told the Commission 
that you thought in a few days you could sell ? 

Mr. Green. Yes; that is right. 

Mr. Bonner. What was the reason for your thinking that ? 

Mr. Green. The Weyerhaeuser Timber Co. had been into our yards 
and were interested in 19 or 20 trucks which they needed very badly for 
some sort of a defense project which they were working on. 

We had numerous companies that wanted the trucks for defense 
work or regular work in the States, and we had told them that we 
couldn’t sell them at this time, that we couldn’t sell them, and the 
Weyerhaeuser Timber Co. couldn’t understand that. We explained 
to them the export law the best that we could. 

They said they would be glad to assist us in getting those trucks 
released, that these trucks were needed badly for lumber work in 
Oregon, that there weren’t any more Oregon surplus trucks of that 
particular make and model available, that they had used them in their 
work before very successfully, and they wanted more of them. They 
just couldn’t understand why such a law should be, particularly when 
the trucks were needed for national defense at that time. 

Mr. Bonner. After you brought them in and reworked the trucks, 
how many did you sell abroad ¢ 

Mr. Green. How many did we sell abroad ? 

Mr. Bonner. Export; how many did you sell in foreign export ? 

Mr. Green. I believe that we sold four. However, we were sup- 
posed to have a deal for 300 which later fell through. 

Mr. Bonner. To whom? 

Mr. Green. When I was still in the Philippines purchasing, Mr. 

Udelson, who was my brothers’ partner in the deal, he owned 50 per- 
cent of the stock, went to South America and had verbally supposedly 
closed the deal for 300 or 350 of these trucks. It was because of his 
closing this deal that I went on and bought more trucks. 

If we didn’t have the knowledge that he had closed the deal for 
300 or 350, we would have stopped at 511. We wouldn’t have gone 
on and made the second purchase of three-hundred and-some-odd 
trucks, but I received a phone call from my -brother saving that Mr. 











374 DISPOSITION OF WAR SURPLUS PROPERTY 


Udelson had been in South America and it look like we were going to 
have a very fine market down there, that he already had an assurance 
of a sale of about 300 to 350 trucks. This was the reason for my 
continuing to purchase more. 

Mr. Bonner. Your brother’s testimony was, “We had several phone 
‘alls from people who were interesting in buying them for export,” 
but there was no mention of the South American deal. 

Mr. Green. It is possible that my brother did not recollect it. I 
think perhaps my brother wouldn’t know as much about all of the 
facts as I would. 

Mr. Bonner. Your brother did not visit the South American market, 
did he? 

Mr. Green. No, my brother Morris didn’t. 

Mr. Bonner. Who did? 

Mr. Green. Mr. Udelson did. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanrarr. When Mr. Udelson and your brother called you in 
the Philippines and suggested that you get in touch with Mr. Freeman 
for any possible help—— 

Mr. Green. Mr. Udelson suggested that. 

Mr. Lanrarr. That was Mr. Udelson ¢ 

Mr. Green. Yes. He didn’t exactly suggest that Mr. Freeman 
would give me some help. We merely said he knew a Mr, Freeman 
over there and for me to look him up. 

Mr. Lanvarr. You did not go to Freeman with the idea of getting 
any assistance out of him? 

Mr. Green. No; I did not. 

Mr. Lantrarr. You needed no help in the acquisition of these trucks 
in the Philippines, is that right ? 

Mr. Green. I did not need any at that time as far as I could see. 
The price was a set price. Anybody could have purchased them at 
that price. 

Mr. Lantarr. What was it that Freeman did to substantiate the 
claim of his estate for a large sum of money for which $42,000 was 
paid ¢ 

Mr. Green. Freeman tried to get a reduction in the price of the 
trucks which he was unsuccessful in getting. He couldn’t get the 
reduction. We ended up buying them at the same price. 

However, Freeman had correspondence with my brother’s partner, 
Mr. Udelson, relating to other business matters, and he evidently 
worked it in to make it all look like part of that deal. 

Also Freeman’s widow, after Freeman’s death, had been successful 
in tying up the payment of our money from the Atomic Energy 
Commission, which was causing us great embarrassment because 
we owed the banks money. This was one of the reasons for the set- 
tlement of the $42,000. 

Mr. Lanvarr. So that was just sort of a blackjack payment, is that 
right ? 

Mr. Green. I think you could term it like that. We felt like that. 

Mr. Lanrarr. Now, after you returned to the United States from 
the Philippines, what steps did you take in connection with obtaining 
permission to sell these trucks on a local market, on the domestic 


market ? 














Be 


< 


fio tas 








DISPOSITION OF WAR SURPLUS PROPERTY 375 


Mr. Green. I personally didn’t take any steps. However, I was in 
Los Angeles or in Long Beach far more than either my brothers or 
Mr. Udelson, and every time a customer would come in to buy these 
trucks, I would get his name and send it to my brothers and Mr. 
Udelson, particularly when it was large companies doing defense work 
or important work who needed these particular type trucks. 

You see, an Army truck has a front-wheel drive. It is a very 
useful truck, and for off-the-read work it is impossible to buy such 
trucks for civilian markets, and the people that wanted our trucks 
needed the trucks with front-wheel drives. They couldn’t obtain 
them anywhere else. 

Mr. Lanrarr. Now you had taken steps, had you not, prior to the 
deal with the Atomic Energy Commission to have these trucks re- 
leased so that you could sell them on the domestic market / 

Mr. Green. Certainly we had. 

Mr. Lantarr. When did you start to initiate action to get permis- 
sion to sell them on the local market ¢ 

Mr. Green. I can’t answer the exact time. Idon’t recall. I believe 
it was 6 or 7 weeks prior to the Atomic Energy sale. We had had 
them some time before we had started. 

Mr. Lantarr. Would you say it was shortly after the first of the 
vear of 1948? 

Mr. Green. That might be right. I really can’t recollect exactly. 
There is so much that happened in this transaction you can’t remember 
everything. 

Mr. Lanvarr. And did you or Mr. Udelson employ the attorneys 
to effect this release of the bond and obtain permission to sell these 
on the domestic market ? 

Mr. Green. Mr. Udelson did. I have never seen the attorneys to 
this day. AJl 1 know is their names. 

Mr. Lantarr. Now your brother, as I recall, stated that you had 
certain correspondence with the attorneys in Cleveland, the attorneys 
in Washington. Is that true? 

Mr. Green. My brother stated that I had correspondence / 

Mr. Lantarr. As I recall it. 

Mr. Green. I don’t believe that I had any correspondence with the 
attorneys. It may be that the attorneys sent correspondence to our 
Long Beach office which I may have answered on behalf of my 
brothers after finding out what they wanted, but I personally never 
had any correspondence or did anything on my own regarding the 
attorneys. 

Mr. Lantarr. What attorneys did you communicate with ? 

Mr. Green. I don’t know that I communicated with any of them. 
| say that I may have answered letters to these attorneys for my 
brothers. Ican’t recollect that I actually did. It is possible, however. 

Mr. Lanvarr. Were you familiar with the arrangements that were 
made with respect to the payment of a fee? 

Mr. Green. I had heard that the attorneys, that Mr. Udelson had 
offered the attorneys $100 a truck. I want to clarify myself. I don’t 
know whether Mr. Udelson offered them or that they suggested, 
whether the attorneys suggested a fee of $100 a truck or Mr. Udelson 
suggested a fee of $100 a truck. 

Mr. Lanvarr. In any event, it was presented to you, and you, as a 
member of the group, approved it; is that right ¢ 
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Mr. Green. I had no right to approve or disapprove. I didn’t. I 

was merely told about it. : 
Mr. Lanrarr. Well, now this Mr. Udelson seems to be doing a lot 

of committing for Green Bros. Enterprises. He got you involved 

with the Freemans to the extent of $42,500, and then the attorneys to 

the extent of $98,000. 


Mr. Green. That is right. 

Mr. Lanrarr. This was your money. You had an interest in this 
equal with Udelson. What right did he have spending the Enter- | 
prises’ money in this manner? 

Mr. Green. He was a 50-percent partner and we had enough law- 
suits after Mr. Udelson had committed himself to the attorneys, we 
were going to stick with this commitment even if we didn’t like it. 
We didn’t want any more lawsuits. Everybody you talked to was 
filing a lawsuit about the deal. 

Mr. Lanvarr. Who else filed lawsuits besides the Freeman estate ¢ 

Mr. Green. Mr. Haggarty filed a lawsuit for $400,000 or $350,000. 

Mr. Lanvarr. And did Mr. Biesel file a suit, too ¢ 

Mr. Green. No; Mr. Biesel didn’t. He is the only one, I think, that 
didn’t. 

Mr. Lantarr. Am I correct in understanding that Mr. Biesel’s and 
Mr. Haggarty’s only interest in this was financing your original trip 
to the Philippines? 

Mr. Green. That is correct. 

Mr. Lanrarr. And how much actual money had they laid out ¢ 

Mr. Green. They originally laid out 3 or 4 thousand dollars and 
Mr. Biesel made a trip to the Philippines himself on behalf of it. 

Mr. Lanvarr. So they were paid a total of $30,000 for their having 
sent you down there ? 

Mr. Green. Mr. Haggarty did a great deal of work besides that. 
Mr. Haggarty did a great deal of work in connection with the shipping 
at this end, and he assisted my brothers in getting, handling the cus- 
toms entries, and so forth, and Mr. Haggarty also assisted my brother 
in finding the lot in Los Angeles in which the trucks were later stored. 
He had put in 2 or 3 months’ work. 

Mr. Lanvarr. In addition to Biesel and Haggarty and the Free- 
man estate, do you recall any other sums that were paid out in claims ? 

Mr. Garren. I think that was all. 

Mr. Lanrarr. After the permission was obtained to sell these trucks | 
on the domestic market, did you thereafter dispose of the balance of — | 
the trucks domestically ? 

Mr. Green. For a period of 4 or 5 months business was very good, 
and then it collapsed. We were left with about 300 trucks or 250 
which we just couldn’t seem to sell, and we later held an auction sale 
and they went awfully, awfully cheap. The market had fallen apart. 

Mr. Lantarr. Why did the market fall apart 

Mr. Green. Because the business had just seemed to go off. There 
was a great buying spurt and all of a sudden it finished. At the par- 
ticular time our national situation looked much better as far as 
Russia was concerned and there was just a disinterest in buying again. 

Mr. Lanrarr. Were the manufacturers again producing this equip- 
ment / 

Mr. Green. The manufacturers never have produced similar equip- 
nent to what we were selling. 
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Mr. Lantarr. Were they producing other types of equipment which 
was suitable for the same use as this surplus equipment ‘ 

Mr. Green. A part of it may be suitable for the same use, but some 
of it would never be suitable for the same use. 

Mr. Lantarr. I have some more questions I want to ask this wit- 
ness, but I have a phone call. 

Mr. Bonner. Mr. Brownson ? 

Mr. Brownson. Just for the record, we keep talking about the 
Green brothers and the Schnitzer brothers. I would like to just get 
those names all in the record. 

Mr. Green. The Green brothers are Morris Green who was the 
president of the Green Bros. Enterprises, and Julius Green who held 
one of the offices—I don’t know which—and myself, which is Seymour 
Green. 

Schnitzer brothers, I don’t know whether I know all their names. 
There is a Emanuel Schnitzer, Morris Schnitzer, Leonard Schnitzer, 
Harold Schnitzer, Gilbert Schnitzer; quite a large family. ‘Those are 
all the Schnitzers I have ever met. 

Mr. Brownson. What is the name of the firm of attorneys that you 
hired in Cleveland ? 

Mr. Green. The firm of attorneys that Mr. Udelson hired. 

Mr. Brownson. Well, the Green Bros. firm hired. 

Mr. Green. Were Duffy & Friedman. 

Mr. Brownson. Duffy & Friedman ‘ 

Mr. Green. Correct. 

Mr. Brownson. Were you in on any of the consultations where it 
was determined what firm would be hired when the matter of hiring 
attorneys was discussed / 

Mr. Green. No; I never was. 

Mr. Brownson. Did Mr. Udelson ever mention to you why he hap- 
pened to pick that particular firm of attorneys in Cleveland although 
you were operating on the west coast / 

Mr. Green. No, he didn’t, although Mr. Udelson lives in Cleveland. 

Mr. Brownson. Cleveland is Mr. Udelson’s home / 

Mr. Green. Cleveland is Mr. Udelson’s home. 

Mr. Brownson. Did he ever represent to any members of the firm 
that this firm of attorneys had political influence ¢ 

Mr. Green. No, he didn’t. We never discussed political influence 
because we felt if the trucks were ever to be released by the United 
States Government, they would be released on the strength that they 
weren't competitive to material which was being manufactured at 
that time, and because they had front-wheel drives which were very 
necessary to our construction people doing off-the-road work. { 

Mr. Brownson. You did not personally know, then, that this law 
firm is rather active politically in the Cleveland area ¢ 

Mr. Green. No: I did not and do not. 

Mr. Brownson. When you were over in the Philippines getting these 
trucks, when you made the purchase of the trucks, did you have an 
opportunity to examine the trucks first ¢ 

Mr. Green. You could examine them only from the outward 
appearance. 

Mr. Brownson. I mean you seem to be suprised that some of the 
trucks which you purchased were mired down and bogged down and 
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overgrown with the jungle and that type of thing. Did you not 
have a chance to see them before you bought them ? 

Mr. Green. Yes, sir. 

Mr. Brownson. Go ahead and answer that, and then I have another. 

Mr. Green. I had a chance to see a great part of them. It was 
impossible to look at all of them. 

Mr. Brownson. Did you have a choice ? 

Mr. Green. I just took all of them that there were, all that I could 
find. I could have chosen, I believe, if I wantedto. Ididn’t. I took 
them. 

Mr. Brownson. You would go, for instance, to Batangas, look over 
the yard there and take all the trucks at Batangas ¢ 

Mr. Green. That is correct, all the trucks that were of the makes 
which we had made our deal for. 

Mr. Brownson. You would clean out that particular make and 
model of track in that yard, just taking them all ? 

Mr. Green. Correct. I did that even though some of the trucks 
weren’t worth bringing in, but we knew beforehand that in reproc- 
essing the trucks there would be a terrific problem in getting parts, 
and I thought it was better to buy a salvage truck which was actually 
junk just for the parts that we could obtain out of it in reprocessing 
the other trucks. That is why I took some that really weren’t worth 
taking. 

Mr. Brownson. The fee that you paid the attorneys in Cleveland was 
to be on the basis of $100 a truck. When I say “you,” I am speaking 
of Green brothers. 

Mr. Green. I believe that was the agreement that Mr. Udelson made 
with the attorneys. 

Mr. Brownson. And that $100 was to be for convincing the Govern- 
ment that it was in their best interest to allow these trucks to be sold 
locally ¢ 

Mr. Green. Yes; convince the Government that they were needed 
for the benefits of our country. 

Mr. Brownson. You spoke of the Chinese merchant in the Philip- 
pines, Mr. Yap. Was he buying these trucks at the same price that 
you did? 

Mr. Green. I learned later he was buying them much cheaper. 

Mr. Brownson. But Mr. Yap himself did not sell you any trucks? 

Mr. Green. No; because I could buy from the same source as Mr. 
Yap. 

Mr. Brownson. But not at the same price, apparently. 

Mr. Green. Perhaps at that particular time I was buying them at 
the same price. 

Mr. Brownson. That is Y-a-p? 

Mr. Green. Y-a-p, yes. 

Mr. Brownson. Did you pay Mr. Yap any commission for steering 
you on to this? 

Mr. Green. No: I never did. 

Mr. Lantarr. He slipped up. Yap should have had a lawyer. 

Mr. Brownson. Did you at any time discuss with your attorneys 
the matter of the import taxes that were due on these trucks that 
were brought in and sold in the United States? Did the same attorneys 
advise you on the excise tax? 
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Mr. Green. I was never present at any of the tax discussions or 
policy of the organization regarding that. 

Mr. Brownson. Was it your general idea that the same firm of at- 
torneys were advising you on tax matters / 

Mr. Green. No; it was not. I believe that my brother's accountants, 
Jaffe and Jaffe, were handling the tax matters. 

Mr. Brownson. They were handling the tax and the excise tax ¢ 

Mr. Green. Right. 

Mr. Brownson. That is all the questions I have. 

Mr. Bonner. How many trucks did you bring out of the Philip- 
pines to the United States / 

Mr. Green. Eight hundred and sixty or eight hundred and seventy. 

Mr. Bonner. How many did you sell the Atomic Energy ¢ 

Mr. Green. Three hundred and fifty. 

Mr. Bonner. And you sold Weyerhauser ¢ 

Mr. Green. Sold Weyerhauser 19 or 20. 

Mr. Bonner. And you sold who else ¢ 

Mr. Green. We sold the Consolidated Rock Products Co. approxi- 
mately 60. 

Mr. Bonner. Who are they ? 

Mr. Green. They are the largest concrete company on the west 
coast. They have five or six hundred similar trucks which they had 
purchased from the War Assets Administration, and the particular 
type truck that we had is what their fleet is. Their fleet is made up of 
just that make trucks. 

Mr. Bonner. Then how many did you salvage? 

Mr. Green. When you say “salvage,” do you mean how many did 
we destroy / 

Mr. Bonner. Approximately. 

Mr. Green. Oh, perhaps 10 or 15. We later were able to buy a con- 
siderable amount of parts which we didn’t know at the time. 

Mr. Bonner. Where did you buy them ? 

Mr. Green. We bought them all over the United States. 

Mr. Bonner. You bought them in the States / 

Mr. Green. Yes. 

Mr. Bonner. Who was your competitor out there doing this pur- 
chasing ¢ 

Mr. Green. At the beginning I had very little competition, but at 
the end I had a considerable amount of it. 

Mr. Bonner. It was possible—— 

Mr. Green. There was 26,000 trucks in the Philippines when I 
was there, Mr. Bonner. 

Mr. Bonner. Twenty-six thousand ? 

Mr. Green. Correct. 

Mr. Bonner. Where was Mr. Yap selling his trucks ? 

Mr. Green. Why was he selling them ? 

Mr. Bonner. Where was he selling them. 

Mr. Green. He was selling them in the city of Manila. 

Mr. Bonner. Did he export any. 

Mr. Green. Not that I know of. 

Mr. Bonner. Do you know anything about the Weyerhaeuser trans- 
action as to how the trucks were paid for ? 

Mr. Green. Yes, I handled the transaction. 
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Mr. Bonner. Who paid for them? 

Mr. Green. The Weyerhaeuser Timber Co. 

Mr. Bonner. Did it come out of any special fund that they had? 

Mr. Green. I went up and picked up the check myself. It was paid 
in their offices at Vail, Wash. 

Mr. Bonner. On any special account that they had ? 

Mr. Green. I really don’t know. I can’t recollect. 

Mr. Bonner. Did you pay any fees to anybody in the Philippines 
that you kept to negotiate, other than the man you paid the $42,000 to? 
Did you pay anybody else, any local citizen any fees? 

Mr. Green. None that I can think of. 

Mr. Bonner. Did you pay anybody any fees that were connected 
with the Philippine Surplus Commission ? 

Mr. Green. Never paid anybody an fees in connection with that. 

Mr. Bonner. Now, Mr. Winer, what was his assistance to you, Sam 
Winer? 

Mr. Green. Well, as I understand, Mr. Winer is a close friend of 
Mr. Udelson. Mr. Udelson didn’t know me, and inasmuch as he was 
a partner in the deal, he wanted Mr. Winer to watch his interests. 

Mr. Bonner. He was watching you? 

Mr. Green. No; I wouldn't say he was watching me. Mr. Udelson 
didn’t know me, and when you send a couple of hundred thousand dol- 
lars, he was watching Mr. Udelson’s $200,000, not me. 

Mr. Bonner. Did that have anything to do with this $15,000 cash 
transaction ? 

Mr. Green. Which transaction are you referring to? 

Mr. Bonner. You loaned the fellow fifteen thousand. Did Sam 
Winer check in on that at all? 

Mr. Green. Sam Winer knew Mr. Schnitzer, knew him longer than 
I did. 

Mr. Bonner. Go ahead, about Mr. Winer now. You say he was 
out there kind of supervising you? 

Mr. Green. Mr. Winer took over part of the loading of the trucks. 
We bought them at two or three different camps and it happened that 
we would be loading two ships at one time. 1 would load at one camp 
and Winer would load at the other camp. 

Mr. Bonner. What shipping company did you negotiate with? 

Mr. Green. We used five or six different shipping companies. 

Mr. Bonner. What was the cost of bringing these trucks in ¢ 

Mr. Green. It varied. Some of them were as high as $400 plus the 
additional costs, which amounted to $70 or S80 per truck, and we 
brought some in as low as $290 or $300. 

Mr. Bonner. You chartered the entire ship, cargo? 

Mr. Green. We did in some cases. In other cases we didn’t. 

Mr. Bonner. Did you have a flat charter rate? 

Mr. Green. We did on one ship. 

Mr. Bonner. What was the charter rate? 

Mr. GREEN. $2,250 a day. 

Mr. Bonner. How much money did Mr. Udelson put in Green 
Bros. Enterprises ? 

Mr. Green. I don’t know exactly. 

Mr. Bonner. Mr. Lantaff, you say you had not finished ? 
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Mr. Lanrarr. Yes. After the completion of this Philippine deal, 
did you subsequently acquire any Government surplus property any 
place else in the world? 

Mr. Green. In the United States I buy surplus Government prop- 
erty all the time. 

Mr. Lanrarr. Now? 

Mr. Green. I have bought Government surplus property as late as 
months ago. 

Mr. Lantarr. What kind of surplus property ‘ 

Mr. Green. Trucks similar to the ones that were brought in from 
the Philippines. 

Mr. Lantarr. Who is selling them / 

Mr. Green. Port Hueneme, Calif. 

Mr. Lanrarr. Who? 

Mr. Green. Port Hueneme, United States Navy. 

Mr. Lanvarr. What kind of trucks, Diamond T’s? 

Mr. Green. Yes, I bought Diamond T’s from the United States 
Navy 3 or 4 months ago. I can’t give you the exact date. 

Mr. Lantrarr. Now, what month is that! 

Mr. Green. This was in late November, I believe, I purchased my 
last ones from them. 

Mr. Lantarr. That was November of 1950 ¢ 

Mr. Greew Fifty, correct. 

Mr. Lanrarr. And where is Port Hueneme? 

Mr. Green. Port Hueneme, H-u-e-n-e-m-e. 

Mr. Lantarr. Where is that ? 

Mr. Green. That is at Oxnard, Calif. 

Mr. Lantarr. How many trucks did you buy in November 19504 

Mr. Green. Well, I have bought, I would say, in the last 10 months 
possibly 150 or 200. 

Mr. Lantarr. Since June 24, 1950, would you say you have bought 
at least 150 or 200 trucks ? 

Mr. Green. I would say I bought more than that. 

Mr. Lantarr. How many would you say that you have purchased 
from the Navy since June 1950? 

Mr. Green. I would say close to 250. 

Mr. Lantrarr. And were those all Diamond T's? 

Mr. Green. No, they weren’t. There were about 14 or 15 of them 
vere Diamond T’s. 

Mr. Lanrarr. What were the other types ? 

Mr. Green. They were everything, Dodge, Chevrolet, Mack, every 
American make truck practically included in that. 

Mr. Lanvarr. What condition were those vehicles in? 

Mr. Green. They were in rough condition similar to the ones in 
the Philippines. 

Mr. Lanvarr. What did you purchase them for / 

Mr. Green. I bought some of the Diamond T’s, they ranged be- 
tween $400 and $800. They were bought at competitive bid sales at 
which there was as many as 350 bids. 

Mr. Lantarr. And what did you buy the Dodges for ? 

Mr. Green. I bought Dodges as low as $50 and some as high as a 
hundred. | 

Mr. Lanrarr. Do you have your records on the acquisition of trucks 
from the United States Navy in California since June of 1950? 
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Mr. Green. I have a record of every truck from the United States 
Navy or any other Government branch which I have purchased trucks 
from. 

Mr. Lanrarr. On behalf of the subcommittee, Mr. Chairman, I 
would like to request that those records be produced if the witness 
can produce copies for us. 

Mr. Bonner. Will you produce them? 

Mr. Green. I would be happy to. 

Mr. Bonner. And send them to the subcommittee. 

Mr. Green. Yes. 

Mr. Lantarr. I would like to have on that the list of the trucks, the 
amount that you purchased them for, and the dates you purchased 
them. 

Mr. Green. I can send you the actual copies, if you would like, 
of the United States Navy’s purchase contracts on every one of them, 
which gives you the date and the price and all the information. 

Mr. Lanrarr. Now what disposition was made of those particular 
vehicles that you acquired from the Navy? 

Mr. Green. I reprocessed them and sold them. 

Mr. Lantrarr. Whom did you sell them to? 

Mr. Green. I have sold some to local contractors in Los Angeles. 

Mr. Lantarr. Did you sell any to Government agencies? 

Mr. Green. No, never. 

Mr. Lantarr. Did you sell any to any other dealers who were doing 
business with, say, the Detroit Tank Arsenal ? 

Mr. Green. No. 

Mr. Lanrarr. You sold them all to private individuals? 

Mr. Green. Yes. The greatest part of them have been sold locally 
in Los Angeles to small contractors. 

Mr. Lanrarr. Do your records reveal the names of the purchasers 
of this equipment ? 

Mr. Green. Yes. 

Mr. Lantrarr. Would you indicate on this list you are going to 
supply us with who the vehicles were sold to? 

Mr. Green. Yes, I can give you that information. 

Mr. Lantarr. Now, have you acquired surplus property from any 
other Government agency since June 24, 1950? 

Mr. Green. No. 

Mr. Lantarr. Only the Navy? 

Mr. Green. Only the Navy. 

Mr. Lanrarr. Have you acquired any surplus property outside the 
U ceagy States other than in the Philippines ? 

Mr. Green. J acquired just last month in Italy a very small amount 
of surplus property bought from a private individual. 

Mr. Lanvarr. Isthat the only purchase you have made in Italy ? 

Mr. Green. That is correct. 

Mr. Lanrarr. Who is the individual from whom you purchased in 
Italy? 

Mr. Green. The man’s name was Umberto Prota. He was a scrap 
dealer. 

Mr. Lantarr. What was the nature of that purchase ? 

Mr. Green. I purchased a hundred and some tons of material from 
him which he was going to evidently sell as serap. 

Mr. Lantarr. What did it consist of ? 
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Mr. Green. It consisted of truck rear ends, truck motors, all parts 
for trucks. 

Mr. Lantarr. And when was this purchase made? 

Mr. Green. It was made last month. 

Mr. Lanrarr. Have those parts arrived in this country? 

Mr. Green. They are en route now. 

Mr. Lanvarr. They are en route. And you will have no trouble 
selling those on the domestic market, will you? 

Mr. Green. Well, you have to reprocess them. 

Mr. Lantarr. I mean as far as bringing them in as surplus property, 
you can bring them in and sell them on the domestic market without 
the Commerce Department approving the sale ¢ 

Mr. Green. I understand that the law is now such that you can 
bring them in and the Commerce Department approves it. 

Mr. Lanvarr. What market do you have for those spare parts? 

Mr. Green. Well, the United States sold hundreds of thousands of 
United States Army trucks after the war, I mean the War Assets Ad- 
ministration liquidated, I don’t know what the number would be, but 
it would be tremendous. There now is a shortage of parts for those 
particular trucks in our market here at home. We need parts for 
Army trucks. 

Mr. Lantrarr. Will you sell those from Los Angeles ? 

Mr. Green. Yes, those will be sold from Los Angeles. 

Mr. Lantarr. Do you know whether or not any of the arsenals of 
the United States Government are interested in acquiring any of the 
parts that you are importing now ¢ 

Mr. Green. No. I have never sold the arsenals or any of the Gov- 
ernment agencies parts. We usually sell our parts to the people who 
have purchased trucks from us. We don’t have enough parts to try 
to offer them all over the country. We try to hold them for our par- 
ticular customers who purchased trucks from us and then we have a 
parts supply for their trucks. 

Mr. Lanvtarr. How did you learn of this equipment that was avail- 
able in Italy ? 

Mr. Green. I didn’t learn exactly it was available in Italy. I was 
in Italy with my wife on a vacation and happened to see it when I 
was there, but I had heard that there was a great deal of buying in 
Europe. 

Mr. Lantarr. Is Udelson connected with this deal in any way? 

Mr. Green. No, Udelson is not connected with this deal. 

Mr. Lanrarr. You would probably have somebody put in a claim 
if he was. 

Mr. Green. I don’t know. 

Mr. Lantarr. That is all the questions I have. 

Mr. Bonner. What were these trucks selling for that you bought 
since June of 1950? 

Mr. Green. Well, I have sold some for $2,000, but there is a great 
deal of reprocessing to be done to them. 

Mr. Bonner. What does the processing cost ? 

Mr. Green. It varies. Some of my reprocessing ran as high as $800 
and others as low as $400. 

Mr. Bonner. Do you know anything about the legal entanglements 
that certain people find themselves in in the Philippines with respect 
to these truck sales, other surplus-equipment sales? 
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Mr. Green. Do I know? 

Mr. Bonner. Yes. 

Mr. Green. Would you repeat that? 

Mr. Bonner. I say do you know anything about the legal entangle- 
ments that certain ones in the Philippines now find themselves in with 
respect to these various transactions that we have been discussing ? 

Mr. Green. I know another Los Angeles firm purchased some 
vehicles in the Philippines just about when I had concluded purchas- 
ing the ones that I had purchased there, and they had a deal similar 
to ours. Everybody sued them. 

Mr. Bonner. Well, I mean the reference that I make is within the 
Philippines itself with respect to these transactions. 

Mr. Green. There was no legal entanglements within the Philip- 
pines. The Philippine Government was very happy to sell these 
trucks. They were lying along the beaches rusting and rotting. They 
were glad to get money out of them, because if they didn’t sell them, 
then within another year there would be nothing left there. 

Mr. Bonner. Was it common knowledge in the Philippines that in- 
fluence within the Government could assist you in negotiating these 
transactions ? 

Mr. Green. As far as I was concerned, I never paid any attention 
to that. I wasn’t interested in influence if I could buy them for that 
price. 

Mr. Bonner. What was the average mileage on the trucks you 
bought from the Navy? 

Mr. Green. Just recently? 

Mr. Bonner. Yes. 

Mr. Green. It varied. I bought trucks as low as 9,000 miles and 
bought some as high as 35 and 40. However, those that I bought 
with low mileage were usually trucks that had been in a wreck or been 
damaged in some way or other. 

Mr. Bonner. Mr. Curtis? 

Mr. Lanvarr. Before we leave that, could I ask one more question ? 

Is the Navy still advertising surplus equipment for sale 

Mr. Green. Yes; the Navy is. I get catalogs from many Govern- 
ment agencies advertising sales, Navy and the Army also. 

Mr. Lantarr. Advertising sales of surplus equipment today ? 

Mr. Green. Correct. 

Mr. Lanrarr. Who did you receive those from ¢ 

Mr. Green. I receive them from Army bases all over the United 
States. Ihave hundreds of them on my desk right now. 

Mr. Lanrarr. And what type surplus equipment are they advertis- 
ing for sale? 

Mr. Green, All types. 

Mr. Lanrarr. Trucks? 

Mr. Green. Some trucks. 

Mr. Lantarr. What other types? 

Mr. Green. There is scrap metal that is being offered, trailers, ma- 
chinery, some construction machinery, tractors, refrigerators, coat 
hangers, numerous things. 

Mr. Lanrarr. Everything that the Army is now in the market to 
buy ¢ 

Mr. Green. Well, perhaps they are not in condition that the Army 
could use them now, though. 
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Mr. Bonner. How does it happen that other people can use this 
equipment ? 

Mr. Green. Because I believe that an individual can reprocess this 
equipment far cheaper than our Army can. 

Mr. Bonner. Mr. Curtis? 

Mr. Curtis. On these trucks that you just recently bought from the 
Navy, do you know where they originated from, where they were 
brought back from ? 

Mr. Green. I think some of them came back from Guam and some 
of them are Port Hueneme material. 

Mr. Curris. You mean that they had them here in the United 
States / 

Mr. Green. Pardon? 

Mr. Curtis. That they had them here in the United States? 

Mr. Green. Some of them. 

Mr. Curtis. Had they been stored there, do you know, or what? 

Mr. Green. I think that they have been in use. 

Mr. Curtis. Oh; in use? 

Mr. Green. And then later stored there. A great deal of them 
come from Guam, I know. 

Mr. Curtis. Now in discussing these other surplus deals that you 
have been involved in, are any from other Pacific areas other than 
the Philippines? 

Mr. Green. Have I ever been in surplus deals; no. 

Mr. Curtis. None from Guam ? 

Mr. Green. No. 

Mr. Curtis. How about the Caribbean area? 

Mr. Green. The only overseas purchase I have ever been involved 
in was the Philippines and just recently a small purchase in Italy. 

Mr. Curtis. I misunderstood you. I thought you said that you had 
been in some. 

Mr. Green. No, those were the only overseas deals I have ever been 
involved in. 

Mr. Curtis. You stated that when you were in the Philippines in 
the fall of 1948 there was a remnant of OFLC still there. 

Mr. Green. That was in 1947. 

Mr. Curtis. Forty-seven; I beg your pardon. 

Mr. Green. Yes. 

Mr. Curtis. Who was the officer in charge, do you remember? 

Mr. Green. I can’t recollect his name. I just talked to him for a 
few minutes in regard to getting a clarification of the export law. 

Mr. Curtis. That is what you went to see him on, what the export 
law was? 

Mr. Green. Yes. 

Mr. Curtis. Did he give you a clarification ¢ 

Mr. Green. Yes; he did. 

Mr. Curtis. Was there anything else that you asked from that 
particular OFLC office ? 

Mr. Green. No; that was all I asked. 

Mr. Curtis. Now, do you recall when Mr. Udelson first got con- 
nected with your brothers? Do you recall? 

Mr. Green. I believe my brothers knew Mr. Udelson for several 
years. I didn’t, but they did. 

Mr. Curtis. They had not been in business before, though ? 
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Mr. Green. I believe they had at various times bought and sold 
deals to each other and they had been in a couple of small partnership 
deals. 

Mr. Curtis. Then when you first called your brothers in the Phil- 
ippines, having gone over there on behalf really of Mr. Biesel and 
Haggarty, was Mr. Udelson connected with your brothers at that 
time? 

Mr. Green. No; he was not. 

Mr. Curtis. In other words, he was called into the deal in order to 
make the Philippine trucks salable ? 

Mr. Green. Mr. Udelson was called into the deal because Mr. Udel- 
son had sold a great many trucks for export prior to our buying the 
trucks in the Philippines and had a great deal more knowledge of the 
export markets than my brothers did. 

Mr. Curtis. How about being able to get the bond release and sell 
them in this country? He also had experience in that; did he not ? 

Mr. Green. No, he never had any bonds released prior to that. 

Mr. Curtis. That was the first time he had had a bond released 
to your knowledge ? 

Mr. Green. That is correct, and I am positive that in the beginning 
of this deal they weren’t thinking of selling the trucks here in the 
country. 

Mr. Curtis. It was purely a deal on fixing them up and then ex- 
porting them ? 

Mr. Green. Yes. Prior to the deal there were thousands of Army 
trucks which went to South America. It was a very big market. 

Mr. Curtis. I see. Now, do you happen to know whether Duffy 
and Friedman were Mr. Udelson's regular attorneys 

Mr. Green. I don’t know. 

Mr. Curtis. You don’t know that? 

Mr. Green. No. 

Mr. Curtis. Now you talked about that South American deal with 
Mr. Udelson. What country was that? 

Mr. Green. Mr. Udelson went to, I think, Argentina. 

Mr. Curtis. It was Argentina as near as you know? 

Mr. Green. I am not positive of it, but, to the best of my recollec- 
tion, it was. 

Mr. Curtis. Do you know what price he was supposed to have gotten 
for those 300 trucks ? 

Mr. Green. I am not sure. I assumed it was in accord with litera- 
ture we had sent out which would have been $3,500 for Diamond T’s. 

Mr. Curtis. And it was on the basis of that Argentine deal—as near 
as you can recall, it was Argentina—that you purchased some addi- 
tional amounts in the Philippines ? 

Mr. Green. Yes. I would have purchased only 511, but on the as- 
sumption that this sale for 300 or 350 was going to go through to 
Argentina, I continued to purchase more. 

Mr. Curtis. Now at that point do you know about the exact time 
of that telephone call? 

Mr. Green. Of Mr. 





Mr. Curtis. Udelson or whoever it was that informed you they had 
this deal in South America, in Argentina. 








Id 
1p 
i]- 
nd 
iat 


DISPOSITION OF WAR SURPLUS PROPERTY 387 


Mr. Green. I would say it was in the latter part of October, would 
be my best guess. 

Mr. Curtis. You were really there only 2 or 3 months, were you 
not ? 

Mr. Green. No, I was there from August 21 until December 24. 

Mr. Curtis. Of 1947? 

Mr. Green. Right. 

Mr. Curris. About 4 months, then. Now you stated that you did 
sell three or four trucks, for export out of this group you had. 

Mr. Green. Right. 

Mr. Curtis. Did you get those prices for them / 

Mr. Green. They were sold to a truck dealer and there is a differ- 
ence in the price. These trucks that were sold to Canada were cabin 
chassis. Trucks that were sold to the Atomic Energy Commission 
were dump trucks. 

There is a great deal of difference between a cabin chassis and dump 
trucks. J] belie ve the trucks that went to Canada were sold for $2,250 
apiece. However, they weren’t the same type model as were sold to the 
AEC. 

Mr. Curtis. Now, in October 1947 when you said that you got this 
notification that they had a 300-truck sale in South America. : at that 
time did you or your brothers have any anticipation of being able to 
release the bond and sell them in the domestic market ? 

Mr. Green. It never entered our mind at that time, because we could 
get much higher prices on the export market if we were able to get 
export deals. The export market has always brought higher prices 
than our local markets. 

Mr. Curris. How do you figure that when you just said that your 
price was $5,500. W oul | that be the ‘Vy pay ing the ship ping ? 

Mr. Green. Pardon? 

Mr. Curtis. Would that be they paying the shipping? 

Mr. Green. Certainly, that would be f. 0. b. our yards. They would 
pay everything. 

Mr. Curtis. I see, thirty-five hundred. Well, that seems to be about 
the price that you got for your trucks. 

Mr. Green. They were sold to the Atomic Energy Commission, 
that particular model, for thirty-four hundred. However, the Green 
Bros. Enterprises only netted to themselves thirty-one hundred, and 
had we made an export deal to Argentina for thirty-five hundred, we 
would have netted thirty-five hundred. 

Mr. Curtis. I see, and you would not have had to pay lawyers, 
either, to get that bond released. 

Mr. Green. That is right. 

Mr. Curtis. Ww hen did: you first, you or your brothers, to your knowl- 
edge at any rate, begin to think that you might sell these trucks in the 
United States ? 

Mr. Green. We began to think about it, I believe, right after the 
first of the year, because we had numerous people coming in trying to 
buy them, coming into our yards, and wanting to buy them. 

Mr. Curris. That is after the vy had actually come over. 

Mr. Green. That is when they came over. 

Mr. Curtis. Had you done any advertising ? 

Mr. Green. We had done a considerable amount of export adver- 
tising. 
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Mr. Curtis. But no advertising for domestic sale? 

Mr. Green. No, no. 

Mr. Curtis. And these people saw it from your export ads or how 
did they happen to know about it ? 

Mr. Green. The trucks were stored in a very large yard in Long 
Beach. It was a very busy street. 

Mr. Curtis. I see. Is that how this lumber company, this timber 
company, Weyerhaeuser happened— 

Mr. Green. No; the timber company happens to have heard of the 
trucks—when a large truck deal is brought into the United States, all 
of the truck dealers know each other. They advertise it all over 
America for you very cheaply. 

Mr. Curtis. By word of mouth? 

Mr. Green. Yes: by word of mouth, and Mr. Sam Goodman knew 
that the Weyerhaeuser Timber Co. were in the market for such trucks, 
and he arranged for the purchasing agent of Weyerhauser Timber 
to come down to our yards and look at the trucks. 

Mr. Curtis. When did he come down, about what month of °48? 

Mr. Green. I believe that was in April. 

Mr. Curtis. In April of *48? 

Mr. Green. We told them that we couldn’t sell them at that time. 

Mr. Curtis. Now, did you attempt to do anything, you or your 
brothers, to remove these bonds or make these trucks available for 
domestic sale before the Atomic Energy Commission deal came up? 

Mr. Green. Yes, I believe—yes, certainly they had tried to get the 
trucks released for domestic sale before the Atomic Energy Commis- 
sion came in. 

Mr. Curtis. When did they first make their first move toward doing 
that ? 

Mr. Green. I can’t tell you the exact date. 

Mr. Curtis. Approximately. 

Mr. Green. I believe it may have been 2 months prior to that, or 
7 or 8 weeks prior to that. 

Mr. Curtis. You mean around February ? 

Mr. Green. Possibly then. 

Mr. Curtis. And did you engage attorneys of your own to do that? 

Mr. Green. Not that I know of. I don’t know who they engaged. 
They were in Chicago all of this time and I was in Los Angeles. 

Mr. Curtis. You mean by that your brothers? 

Mr. Green. Yes. My brothers were in Chicago and Mr. Udelson 
was in Cleveland the greatest part of this time. 

Mr. Curtis. Do you know whether Duffy & Friedman were em- 
ployed at that time to assist in getting these trucks available for the 
domestic market ? 

Mr. Green. I did not know. The first time I actually heard the 
names Duffy & Friedman was when I read them in the newspaper 
last week. 

Mr. Curtts. I see. Essentially, though, you would not know that 
part of the transaction, would you ? 

Mr. Green. No; I wouldn't. 

Mr. Curtis. Now if you could have found more trucks in the Phil- 
ippines of this size and type, would you have bought them? Did 
you buy all you could? 
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Mr. Green. No; I could have bought thousands more. We didn’t 
want any more because by this time we had learned that the Argentine 
deal which Mr. Udelson thought had gone through, was not going 
through, and we were very sorry we had bought the amount we had 
bought. 

Mr. Curtis. Do you know whether those trucks are still over there 
that you did not buy? 

Mr. Green. I understand that there is not many left. I heard, 
however, after I had left that hundreds of them were sold for as low 
as $25. 

Mr. Curtis. And do you know who was buying them up? Did you 
hear in the trade who was buying them up after you had left? 

Mr. Green. The names of the people who were buying them up? 

Mr. Green. Yes; or nationality. Where were they going? 

Mr. Green. A lot of them came to the United States. 

Mr. Curris. In competition with what you were selling; is that 
correct ? 

Mr. Green. No; they were not, because they had deteriorated so 
badly within a year after the purchase of ours that they could only 
be brought in as parts. You had to cut them up and just bring the 
parts of them that were still good. 

The exteriors of them had completely rusted through. <A truck in 
the tropics quickly becomes junk, so the trucks that remained in the 
Philippines later were bought for $25, were in a state of salvage. 

Mr. Curtis. In other words, it is your opinion that anything that 
might be there now, certainly if they happened to overlook it—— 

Mr. Green. It is a pile of rust, in my opinion. 

Mr. Curtis. What did Mr. Yap buy these trucks for from the 
Philippine agency ? 

Mr. Green. I don’t know exactly. I assume he paid the same price 
that I did. That was the fixed price. 

Mr. Curtis. No. You just said previously that you know that he 
got them for a lesser price. 

Mr. Green. I learned later that Yap had bought trucks for $60. 

Mr. Curtis. At the same time you were buying them for 250? 

Mr. Green. Yes; but I did not say that Yap had bought trucks 
cheaper than I did at the time I first contacted Yap. 

Mr. Curtis. Oh, I misunderstood you then. 

Mr. Green. You see, there were 26,000 trucks in the Philippines, 
and as the buying stopped the Philippine Government would lower 
the price to create more buyers. They kept lowering the price con 
stantly. 

Mr. Curtis. He probably got the equivalent trucks that you were 
getting for two hundred fifty, for sixty, though, is that correct ? 

Mr. Green. Later I understand he did. 

Mr. Curtis. Have you ever met Mr. Udelson? Have you ever met 
him? 

Mr. Green. Yes; I have several times. 

Mr. Curtis. Was he over in the Philippines while you were there? 

Mr. Green. No; he was not. 

Mr. Curtis. Are your brothers still in partnership with him: do 
you know? 

Mr. Green. No; we are not. We are very friendly but we are not 
in partnership with him. 
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Mr. Curtis. Was this a one-deal proposition with Mr. Udelson ? 

Mr. Green. Yes, it was, because of, as I said earlier, his export 
association. We would not need Mr. Udelson or any other partners 
if it were a deal that could be sold domestically. 

Mr. Curtis. Now you have testified before and claimed—who was 
it that made the claim against you that settled for forty-two thousand ¢ 

Mr. Green. Mr. Freeman. 

Mr. Curris. Yes. I don’t quite understand what Mr. Freeman 
claimed that he did for you people that you settled. I wonder if you 
would go over that again. 

Mr. Green. Do you want me to explain what Mr. Freeman did? 

Mr. Curtis. Yes; what he said he did, let’s put it that way. 

Mr. Green. What he said he did was quite lengthy, but what he 
did was rather brief. 

Mr. Curtis. All right. Let us confine ourselves to what he did. 

Mr. Green. I read the complaint which we were served with, and 
it said that he did everything from negotiate it to ship it. However, 
I don’t believe that he even saw a truck in the Philippines, let alone 
see the ships that they went on. 

He took claim for negotiating the deal and he said that Mr. Udel- 
son had contacted him to go ahead and negotiate the deal. Mr. Udel- 
son never learned of the deal until my brothers had contacted him. 
Mr. Freeman was in the Philippines, I understand, 6 or 7 weeks 
prior to my coming there, and I had never met Mr. Freeman in my 
life or never met Mr. Udelson. 

Mr. Curtis. Where was that lawsuit filed ? 

Mr. Green. It was filed in Los Angeles. 

Mr. Curtis. In the circuit court there in Los Angeles? 

Mr. Green. Yes; I believe so. 

Mr. Curtis. Was it filed in his name or his estate’s name? 

Mr. Green. It was at first filed in his name, and then after his 
death it was filed in his estate’s name. Had Mr. Freeman lived we 
never would have settled that case out of court. 

Mr. Curtis. Was Mr. Freeman’s home town Los Angeles? 

Mr. Green. I understand it was Washington, D. C. 

Mr. Curtis. Had he been connected with the Government before 
he went out there, do you know? 

Mr. Green. I have read something in the papers about him being 
connected with something. 

Mr. Curtis. But you don’t know yourself? 

Mr. Green. No. 

Mr. Curtis. He never told you what he was doing? 

Mr. Green. No. 

Mr. Curtis. Now one final question. In your dealings, did you ever 
do any purchasing in this country or abroad for Mr. George Dawson 
in Germany ? 

Mr. Green. No. I was in Germany and was in Mr. Dawson’s office. 
I did not see him personally. 

Mr. Curtis. You did not see him personally ? 

Mr. Green. I did not see him personally. 

Mr. Curtis. Who did you see in his office? 

Mr. Green. I saw a Mr. Knobble, a German gentleman. 

Mr. Curtis. And what was the purpose of that visit? 
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Mr. Green. I went there to inspect surplus trucks that they had. 

Mr. Curtis. Where you given to understand that you had to see 
Dawson or did you know that before you went there? 

Mr. Green. No, I had heard the name Dawson being associated 
with a firm in Germany, but there is a company called Trucks & Spares 
which is the company that I went to see. 

Mr. Curtis. Dawson was head of that? 

Mr. Green. Supposedly associated with it; yes. 

Mr. Curtis. That is all. 

Mr. Bonner. Any further questions? 

Thank you very much, Mr. Green. 

That concludes the hearing this morning. The meeting is adjourned 
pending the call of the Chair. 

(Whereupon, at 11:45 a. m., the hearing was adjourned, pending the 
eall of the chairman.) 
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THURSDAY, APRIL 19, 1951 


House or RepreseNnTATIVES, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON ExpENDITURES 
IN THE Executive DeraArTMENTs, 
Wash ington, dD. CG: 

The subcommittee met, pursuant to call, at 10: 15 a. m., in room 1310, 
New House Office Building, Hon. Herbert C. Bonner (chairman of 
the subcommittee) presiding. 

Present: Representatives Bonner, Donohue, Shelley, Fine, Harden, 
Brownson, and Curtis. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

This is a continuation of the inquiry into surplus property. 

On or about March 15 or 16, under a United Press release, the paper 
stated that Mr. Maragon had informed them that he had personal 
knowledge of the transactions, or some of the transactions, of Mr. 
George Dawson, an English subject, a British subject, and would be 
willing to appear before the subcommittee and give the subcommittee 
such information as he might have with respect to Mr. Dawson and 
other United States surplus property transactions. 

Therefore the subcommittee this morning has called on Mr. Mara- 
gon, and is now ready to proceed. 

The clerk will call the roll of the subcommittee. 

The Cierx. Mr. Donohue? 

Mr. Dononvr. Present. 

The Cierx. Mr. Shelley? Mr. Fine? 

Mr. Fixe. Here. 

The Cierk. Mr. Lantaff? Mrs. Harden? 

Mrs. Harpen. Here. 

The Cierk. Mr. Brownson ? 

Mr. Brownson. Here. 

The Crerk. Mr. Curtis? 

Mr. Curtis. Here. 

The Crerk. Mr. Bonner, the chairman ? 

Mr. Bonner. Here. 

A quorum of the subcommittee being present, the subcommittee will 
now hear the first witness, Mr. Maragon. Will you be sworn? 

Mr. Maracon. Yes, sir. 

Mr. Bonner. Do you solemnly swear that in the matters now pend- 
ing before the subcommittee, this subcommittee, you will tell the truth, 
the whole truth, and nothing but the truth ? 

82897 21 pt. 1 
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Mr. Maragon. lo do. 
Mr. Bonner. Will you give your full name? 


TESTIMONY OF JOHN MARAGON, McLEAN, VA. 


Mr. Maracon. John Maragon, M-a-r-a-g-o-n, 

Mr. Bonner. And your address? 

Mr. Maracon. McLean, Va. 

Mr. Bonner. Your business? 

Mr. Maracon. No business at the present time; unemployed. 

Mr. Bonner. Do you care to make any statement as to your past 
business, or do you prefer that inquiry be made as to your past 
business ? 

Mr. Maracon. Well, to be honest with you, Mr. Chairman, I have 
been unemployed for the last 2 years, so there is not much to say. 

Mr. Bonner. When did you first meet George Dawson, whose name 
has appeared in these hearings with respect to the purchase of surplus 
property, within the United States, and in Germany and elsewhere? 

Mr. Maracon. I believe I met Mr. Dawson on or about the 10th or 
12th of January 1948, subsequent to a telephone call received by me 
in my home by a Mr. John L. Steward, of Baltimore, Md., who called 
me before Christmas, and told me that Mr. Harry Hoffman, of Mil- 
waukee, suggested he contact me. 

Mr. Bonner. Who introduced you to Mr. Dawson? 

Mr. Maragon. Mr. Steward. 

Mr. Bonner. Where and approximately when did he introduce you 
to Mr. Dawson? Did he introduce you in person to Mr. Dawson ? 

Mr. Maracon. Yes; he did, sir. 

Mr. Bonner. Where ? 

Mr. Maracon. I believe it was around the 12th or the 13th of Janu- 
ary 1948, at the Statler Hotel. 

Mr. Bonner. Was that in Washington, D. C.? 

Mr. Maracon. That is right. 

Mr. Bonner. Did Mr. Dawson ask you to join his organization or 
to become an employee of his in the acquisition of surplus property ? 

Mr. Maracon. Mr. Steward was doing most of the talking. At 
first, Mr. Steward told me, he says he understood I was unemployed 
for the past 7 or 8 months, and I told him that. was true. 

Then he told me that Mr. Steward with Mr. Dawson, Mr. Braith- 
waite, and another gentleman, Major Gable, form a company known 
as the Trans-America, Inc., for the purpose of purchasing surplus 
materials. 

(Mr. Shelley is now present.) . 

Mr. Bonner. Then dia Mr. Dawson offer you employment as one 
of his agents at that time? 

Mr. Maracon. Mr. Dawson didn’t offer me no employment, because 
Mr. Dawson was not at that time identified with this company, because 
of the fact that the British Government were hunting Mr. Dawson’s 
funds throughout the world to confiscate them. 

Mr. Bonner. Just a minute, Mr. Maragon, let me get this: At the 
time you first met Mr. Dawson did he mention anything about your 
becoming an employee of his or him and his associates ? i 

Mr. Maracon. No. The employment was not entered because Mr. 
Steward at the very outset said that “The reason why I called you, 
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because I was going to accompany this Mr. Dawson and Mr. Braith- 
waite to Germany, but because of the fact that I have to stay here to 
organize this company I suggested and recommended that you go 
along on a one-fourth partnership.” i 

Mr. Bonner. Then did Mr. Dawson acquiesce with Mr. Steward ¢ 

Mr. Maragon. Mr. Dawson concurred with it. 

Mr. Bonner. Sir? 

Mr. Maracon. Mr. Dawson concurred with it. 

Mr. Bonner. He concurred with what Mr. Steward said ¢ 

Mr. Maracon. That is right. 

Mr. Bonner. So then that could be considered as an agreement 
of employment ? 

Mr. Maracon. That is right, sir, if you call it so. 

Mr. Bonner. What were the details then of your employment with 
Mr. Dawson? Was there any—— 

Mr. Maracon. The details 

Mr. Bonner. Were there any instructions—let me get myself clear— 
were there any instructions from Mr. Dawson as to what your duties 
would be or what he expected of you? 

Mr. Maracon. The only instructions and understanding we had 
was that we would proceed to Paris, and Mr. Dawson will supply the 
financial backing. Then we will contact the Office of Foreign Liqui- 
dation, register as buyers, and satisfy that Office that sufficient funds 
were available if we were successful in bidding and receiving such 
awards to pay for it. 

Mr. Bonner. Then let me ask you at this point, You associated 
yourself with Mr. Dawson and his associates and proceeded to Paris? 

Mr. Maragon. That is right, sir. 

Mr. Bonner. And on your arrival at Paris you were to qualify 
yourself as an agent of Mr. Dawson for the purpose of purchasing 
surplus property ? 

Mr. Maracon. Not as an agent, Mr. Chairman, but 

Mr. Bonner. As an associate ? 

Mr. Maracon. As an associate; yes, sir. 

Mr. Bonner. Was there anything stated at that time as to what 
your compensation would be ? 

Mr. Maracon. I just told you, Mr. Chairman, that I was to receive 
one-fourth of the profits. It was to be split between Mr. Dawson, Mr. 
Braithwaite, Mr. Steward, and myself; Mr. Dawson will supply 
the money. 

Mr. Bonner. At that time you had met Mr. Braithwaite ? 

Mr. Maracon. I did. 

Mr. Bonner. Was that at the time you first met Mr. Dawson 
or later? 

Mr. Maracon. The first time I met Mr. Dawson and Mr. Braith- 
waite was here in Washington when Mr. Steward introduced me to 
them. 

Mr. Bonner. That was when you first became associated with Mr. 
Dawson, met them both at the same time here in Washington, and 
that was here at the Statler Hotel ? 

Mr. Maracon. That is right. 

Mr. Bonner. Who is Mr. Allen Braithwaite, and what is his ca- 
pacity in the Dawson enterprises? You make that answer as short 
as possible. 
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Mr. Maracon. Mr. Allen Braithwaite is a young fellow, I believe, 
about 80 or 32 years old. He is the son of Sir Albert Braithwaite 
who, during the war, he was Fuel Minister of the British Government, 
and former member of the Parliament. 

Sir Albert Braithwaite, I learned, that on a previous visit in this 
country, he knew Mr. Steward, and he told Mr. Steward that his son 
had become associated with Mr. Daw son, and that did he know any- 
body in this country to help him purchase war surplus, and because 
of the recommendation of Sir Albert Braithwaite, Mr. Steward be- 
come associated with Braithwaite and Dawson, and then I come into 
the picture. 

Mr. Bonner. Did Mr. Braithwaite have any special functions with 
the Dawson organization by reason of his dual citizenship as an 
English citizen and as an American citizen 4 

Mr. Maragon. Mr. Braithwaite? 

Mr. Bonner. Yes. 

Mr. Maragon. Yes. He told me when I first met him that when 
his father married his mother, who was an American citizen from the 
State of Georgia, that he was the first child, and he was born in 
Georgia, but he was taken to England at an early age, and because 
of that he retained a citizenship of the United States Government, 
although he has also a British passport. 

Mr. Bonner. You have stated that you did not join Dawson and his 
associates as an employee, but you joined them as a partner. 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Were you ‘otherwise employed at the time that you 
made the connection with Mr. Dawson ? 

Mr. Maracon. You mean if I was employed by anybody else? 

Mr. Bonner. At the time that you joined Mr. Dawson as a partner, 
as you have stated, were you otherwise employed at that time? 

Mr. Maracon. No, sir. 

Mr. Bonner. Will you tell the subcommittee the circumstances of 
your securing a letter of introduction from General Vaughan, dated 
January 14, 1948? 

Mr. Maracon. After I talked this matter over with Mr. Steward 
and Mr. Dawson and Mr. Braithwaite, I asked Mr. Steward for more 
information about these two gentlemen. It was Mr. Steward who 
told me the background of Braithwaite, and also he told me that so far 
as he knew about Dawson, what he knew was what Sir Albert Braith- 
waite had told him: and because of that I decided to associate myself 
with those two gentlemen. 

So the next day T stopped in the office of General Vaughan and I 
told him that I have a chance now to go to work. I believe he said it 
was about time. I told him about this meeting with these gentlemen, 
and described how Mr. Steward told me that one of the members was 
the son of Sir Albert Braithwaite, who, I believe, on one of his visits, 
Sir Albert Braithwaite was received by President Roosevelt on two 
occasions, to discuss matters pertaining to fuel in the United Kingdom. 

I then told him that I decided to go along with them, and I asked 
him if T can have some letter of introduction. He asked me to who? 
I said I don’t know. I said I don’t know anything about this war 
surplus. 
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Then I found out from Steward that the war surplus materials they 
were out to purchase were under the control of the OLFC. I obtained 
the name of General Hyssong from the local office of the OLFC. 

I gave it to the general, and he handed me this letter of introduction. 

Mr. Bonner. What was John Steward, and what was his capacity 
in Trans-America Traders, Inc. ¢ 

Mr. Maracon. I didn’t know much about John L. Steward, sir, 
except when he called me just before Christmas. He told me that 
Mr. Harry Hoffman, of Milwaukee, suggested that he contact me. 
Since Mr. Hoffman is a very good friend of mine, I accepted Mr. 
Steward. That is all I know about him. 

Mr. Bonner. Was Trans-America owned by Mr. Dawson ? 

Mr. Maracon. I believe that is correct, sir. 

Mr. Bonner. What was its general business? What was the gen- 
eral business of Trans-America ¢ 

Mr. Maracon. Their business was, as I understood, to purchase 
materials and resell them for profit. 

Mr. Bonner. And you stated that you went to Paris with Dawson 
and Braithwaite on January 17, 1948? 

Mr. Maracon. That is right, sir. At that time we had a little mis- 
understanding. 

Mr. Bonnen. I will ask you about that later. 

Did you participate in the arrangement of the journey to Paris? 

Mr. Maracon. I did, sir. 

Mr. Bonner. What did you do? 

Mr. Maracon. Well, I believe it was 2 or 3 days before departure 
that Mr. Braithwaite informed me that a sum of $250,000 was trans- 
mitted from Zurich to Dawson, but in the name of Allen Braithwaite, 
te a bank approximately 30 miles from New York City in the State 
of New Jersey; that the money was tied up in the bank pending clear- 
ance by the Federal Bureau of Investigation. The FBI wanted to 
know whose money it was, and the circumstances. 

Since they were short of funds, I purchased the three tickets from 
the TWA local office in Washington, and we left and arrived in Paris 
on the 18th. 

Mr. Bonner. So you bought the tickets for the entire party to go to 
Paris? 

Mr. Maragon. That is right, sir. 

Mr. Bonner. In the amount of how much? 

Mr. Maracon. There were three one-way tickets from New York to 
Paris, $345, plus tax, and three one-way from Washington to New 
York. The total amount was $1,088. 

Mr. Bonner. Before going to Paris, did you contact anyone at the 
Office of Foreign Liquidation here in Washington, D.C. ? 

Mr. Maracon. I did, sir. 

Mr. Bonner. What was the purpose of your call at the office? Who 
did you contact ? 

Mr. Maracon. I did—it was in the afternoon that I met Mr. Steward 
and Braithwaite and Dawson, and that night they suggested to me 
that I join them in a conference at the Shoreham Hotel. In a few 
words, I wanted to know more about them. 

I went to the Shoreham, and as the evening was riding along, I 
noticed young Braithwaite was hitting the bottle very rapidly: so, 
during that meeting, he become outspoken to me about Mr. Dawson, 
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and he said, “John, one thing,” he says, “I hold against George for 
having such racketeers on his ayroll in Paris.” I says, “Who is that, 
Allen?” He =e “A fellow by the name of John Van Allen.” 

I asked him who Van Allen dan He says that he was an American 
citizen, but that is not his name. I says, “What do you know about 
Van Allen?” He told me that he observed him in London during the 
war wearing a lieutenant commander’s uniform, and that Van Allen 
had a criminal record in London. He did not elaborate as to his 
criminal record in London. 

So, the next day I proceeded to the Office of Foreign Liquidation, 
and I asked for the chief of investigations. I was told that a Mr. 
Travis Fletcher was the chief of compliance. 

I went to his office and I was informed by a middle-aged woman, 
which appeared to be his secretary, that Mr. Fletcher was not in, but 
his assistant was there. I believe his name was Mr. Chapalear. Mr. 
Braithwaite was with me, and so was Mr. Dawson. 

I have told Mr. Chapalear or Chapelle, before Braithwaite, that is, 
I repeated everything that Braithwaite told me the evening before, 
and I have told Mr. Chapalear that I am about to join these people 
to go abroad on business, and I would like to know something about 
them. 

I believe Mr. Chapalear picked up the telephone and called the Navy 
Department and asked for the Intelligence or the Naval Intelligence. 
He conversed with them for about 10 or 15 minutes, and suggested to 
me that “I let you know.” So, we left. 

Mr. Bonner. You left the Office of Foreign Liquidation ¢ 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Let us pause right there. Who did you see and whom 
did you talk to, other than the one gentleman you have mentioned ? 

Mr. Maracaon. I believe there was a gentleman sitting in a back 
seat of this large room, I forgot his name, and I believe it was he that 
I asked who was in charge in the Paris office, and he give me Gen- 
eral Hyssong’s name, which I imparted to General Vaughan to give 
me the letter of introduction. I believe it was a gentleman about 
55 or 60 years old. 

Mr. Bonner. You do not know his name? 

Mr. Maracon. I don’t know, sir. 

Mr. Bonner. So you only talked to one person in the Office of For- 
eign Liquidation at that visit when Mr. Braithwaite and Mr. Dawson 
were with you? 

Mr. Maracon. Well, I don’t recall if I have talked to anybody else, 
sir. I might have. 

Mr. Bonner. One person whose name you know 

Mr. Maracon. That is right. 

Mr. Bonner (continuing). And he was Mister-—— 

Mr. Maracon. Chapelle or Chapalear. 

Mr. Bonner. And your purpose for going to the office, what was it? 

Mr. Maracon. To find out something about these people on the 
statement that Braithwaite made to me the night before at the Shore- 
ham Hotel. 

Mr. Bonner. So your purpose in going to the Office of Foreign 
Liquidation was to make inquiry as to who headed up their foreign 
office in Paris, and to advise them of the information you had received 
from Braithwaite? 
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Mr. Maracon. That is right. 

Mr. Bonner. Is that clear? 

Mr. Maracon. That is right. 

Mr. Bonner. Did you see Mr. Travis Fletcher when you were in 
company with Dawson and Braithwaite? 

Mr. Maracon. I believe it was a day or two later that, Mr. Chair- 
man—I forgot about it 

Mr. Bonner. Just a minute. As you have stated, and as I under- 
stood just previously you said you bought tickets to go to Paris. 

Mr. Maracon. That is right, sir. The tickets were purchased 3 
days before departure. 

Mr. Bonner. What was the date of your departure for Paris? 

Mr. Maracon. The 17th. 

Mr. Bonner. What was the date, then, that you first went to the 
Office of Foreign Liquidation ¢ 

Mr. Maracon. Well, it could have been the same day I purchased 
the tickets, on January 14, sir. 

Mr. Bonner. All right. Then, what was the date that you went 
with Mr. Dawson and Mr. Braithwaite and did see-—— 

Mr. Maracon. I believe it was the day before our departure which 
would probably be the 16th. 

Mr. Bonner. You did see Mr. Travis Fletcher on that date? 

Mr. Maracon. I did, sir. 

Mr. Bonner. The three of you, and had a conference with him ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Did you? 

Mr. Maracon. May I explain how I come to go there the second 
time? 

Mr. Bonner. Now, in the conference with Mr. Fletcher on the date 
you have specified, did you furnish information as to your initial visit, 
about John Van Allen? 

I will ask it this way: Did you furnish information on your initial 
visit in January of 1948 about John Van Allen ! 

Mr. Maracon. That is correct. 

Mr. Bonner. On your first visit, I will say, in which you contacted 
Mr. Travis Fletcher ? 

Mr. Maragon. That is right. 

Mr. Bonner. You then gave Mr. Fletcher the information you had 
given the other gentlemen on a previous Visit, is that correct / 

Mr. Maracon. I believe I gave Mr. Fletcher additional information. 

Mr. Bonner. Additional information ? 

Mr. Maracon. Yes, sir. 

Mr. Bonner. What additional information did you give him? 

Mr. Maracon. Well, Mr. Chairman, I believe it was the night of the 
16th—— 

Mr. Bonner. This was after the first visit ? 

Mr. Maragon. After the first visit; yes, sir. I received a telephone 
call from Mr. Chapelle or Chapalear. I don’t recall the substance of 
the conversation, but it was that Mr. Fletcher was—will be in his office 
in the morning; that he had learned something in the meantime about 
Van Allen, and if I would like to see him, to return the next day to 
see him. 

That evening I told Steward and Braithwaite about my pending 
visit to Mr. Fletcher’s office, and it was then suggested that Mr. Stew- 
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ard go along to meet those people down there since Mr. Steward was 
to remain here to organize this company. So, accordingly, I went 
down there. I believe it was the 16th of January. I went down 
there with Mr. Steward and Mr. Dawson and Mr. Braithwaite, and 
in addition to Van Allen, I learned in the meantime from Braithwaite 
that the chief investigator of the Office of Foreign Liquidation in 
Paris, a Leon Turrou, was on very friendly terms with Van Allen. 

Mr. Bonner. That was the additional information ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Where did you obtain this information ? 

Mr. Maracon. From Mr. Braithwaite. 

Mr. Bonner. On your visit to the OFLC in January, the date we 
are talking about, did you discuss the acquisition of surplus property 
in Bermuda for Mr. Dawson? 

Mr. Maracon. I did not, sir. My only interest was to. leave the 
next day for Paris. There were some discussions there; I believe the 
discussions took place there with Mr. Fletcher and Commander Dodd, 
who, I believe Commander Dodd was handling Bermuda or had infor- 
mation about Bermuda. I didn’t pay any attention to that discussion 
because I was more interested to find out who these people were, and 
that day Mr. Chapalear told me that he had contacted the State De- 
partment and found out that Van Allen had about 12 different names. 

Mr. Bonner. You took no part in the discussion 

Mr. Maracon. I did not, sir. 

Mr. Bonner (continuing). Of surplus property ? 

Well, did you discuss surplus property in Germany at that time? 

Mr. Maracon. Well, I don’t know whether you would call this dis- 
cussion, Mr. Chairman, but when we arrived in Paris 

Mr. Bonner. Wait a minute, before you arrive, when you were in 
this office with Mr. Braithwaite and Mr. Dawson, your last visit to the 
office of OFLC, before you went to Paris, did you discuss the acquisi- 
tion or possibility of securing surplus property in Germany ? 

Mr. Maracon. I don’t recall any discussion. Maybe Mr. Steward 
inquired around. There were a lot of desks there with people sit- 
ting : 

Mr. Bonner. So you do not know anything about discussions ? 

Mr. Maragon. I don’t know anything about it; no, sir. 

Mr. Bonner. When you arrived at Paris and you arrived there 
January 18, 1948, did you? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Where did you stay, and who was with you? 

Mr. Maracon. We went direct to the Plaza Athenee Hotel. We 
registered, and we were given rooms on the first floor which, in this 
country, you would eall it the second floor. 

Mr. Bonner. Whom did you meet there, what other people did you 
meet on your arrival who were associates of Mr. Dawson ? 

Mr. Maracon. Well, may I tell you what happened the next day, 
sir é 

Mr. Bonner. You told me that you arrived in Paris on January 18, 
1948, and you stopped at a certain hotel. 

Mr. Maracon. Yes. 

Mr. Bonner. I ask you whom did you meet, associates of Mr. Daw- 
son, at this hotel on your arrival ? 

Mr. Maracon. Not until 2 or 3 days later, sir. 
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Mr. Bonner. Not until 2 or 3 days later. Then, whom did you 
meet ? 

Mr. Maracon. General Hyssong. I presented myself to General 
Hyssong’s office, I believe, the next day, with Mr. Braithwaite. 

Mr. Lbonner. Just let me clear that. You did not meet Genecal 
Hyssong—you do not mean that you met him—at a hotel? 

Mr. Maracon. Oh, no, no, at his office. 

Mr. Bonner. Before you get to General Hyssong, I want to know 
whom you met at the hotel, associates or employees of Dawson ¢ 

Mr. Maragon. Well, there were Van Allen, of course, was there; 
a James Fiffer or Phiffer, whom later I found out he also was an ex- 
convict in London. May I look at this for a minute, sir? James 
Fitfer—his first name is James—and then an Edgar, whose last 
name was Sutton. He was described to me as being of Armenian 
birth, but having all his life lived in London. 

Mr. Bonner. What were the functions of these associates? 

Mr. Maragon. I found out that Fiffer and Sutton were associates 
of Dawson. They would make contacts with members of the foreign 
governments’ purchasing missions in Paris, who were set up to pur- 
chase war surplus in Germany. 

These two gentlemen, we will say, will walk into the Polish, French, 
or Greek missions, the friendly missions, that were established there, 
and find out the crooked elements of the members of those respective 
missions. 

Then they will tell them to come to the Plaza Athenee Hotel; they 
will meet Dawson. 

Dawson then will have a supply of brochures in his room. He will 
tell them or mark certain items. Then he will tell them, “This is 
what we want. Now, it is up to you to deliver.” 

My information is that because of this that our Government was 
willing to cooperate with the friendly nations over there, there was 
some kind of an understanding with the State Department to assist 
them and give them more or less priorities, whatever they needed, so 
my information is that these members will take those brochures to the 
office of OFLC, earmark these materials on behalf of their govern- 
ment. 

Mr. Bonner. You speak of them as friendly nations. Did any of 
them—— 

Mr. Maracon. Pardon me, sir, I want to correct that. I don't 
mean friendly; I mean allies, such as——- 

Mr. Bonner. Allied nations? 

Mr. Maracon. That is right. Because you don’t know who your 
friends are today and have been. 

Mr. Bonner. Are there any missions, we will say, of countries 
behind the iron curtain, or representatives of countries behind the 
iron curtain ¢ 

Mr. Maracon. Of course, I could not participate in all of these 
meetings— — 

Mr. Bonner. I am just asking you what you know yourself. 

Mr. Maragon. I did learn that Dawson, when he purchased the en 
tire British war surplus immediately after the war, most of the sur- 
plus found its way loaded on British ships 

Mr. Bonner. Well, vou heard that. 

Mr. Maragon (continuing). And shipped to Yugoslavia. 
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Mr. Bonner. Well, I say you heard that. 

Mr. Maracon. That is right. 

Mr. Bonner. I am asking you, while you were in Paris at Mr. 
Dawson’s headquarters, and one of his associates, at any time, did you 
see of your own knowledge any representative of a country, we will 
say, behind the iron curtain who came there ? 

Mr. Maracon. Only one occasion, Mr. Chairman. 

Mr. Bonner. Sir? 

Mr. Maracon. I saw two gentlemen brought in by Sutton, and I 
identified them that they were Polish nationals. They were in con- 
ference practically until 2 a. m. with Dawson and his lieutenants in 
the hotel. I had occasion to go downstairs on the first floor 

Mr. Bonner. Were they representatives of the Warsaw government ? 

Mr. Maracon. They were identified to me as members of the Polish 
mission. & 

Mr. Bonner. Let me get this clear. Were they representaives of the :4 
Warsaw government or representatives of the Polish Government-in- j 
exile? Do you know which they were ? , i 

Mr. Maragon. They must have been representatives of the Govern- . 
ment-in-exile, sir, otherwise Dawson would never call them and hand 
them brochures to go down tothe OFLC. ; 

Mr. Bonner. So then you do not know of your own knowledge of 
any representatives who came to Dawson’s quarters or contacted Daw- 
son from countries behind the iron curtain ¢ 

Mr. Maragon. No, sir; except those two. 

Mr. Bonner. Did you contact the Paris office of the OFLC, and 
whom did you see there, if you contacted the office ? 

Mr. Maracon. I did, sir. I called on the office of General Hyssong, 

I believe, with Mr. Braithwaite, who was with me, and I don’t know 
whether Dawson. I walked into his office. 

He recognized Braithwaite, who had been there before. I handed 








him the letter. He read it, and General Hyssong turned around and 4 
said, “Boys, you turn around,” and we turned around 

Mr. Bonner. Just a minute. You handed him a letter. What ; 
letter ? 

Mr. Maracon. The letter from General Vaughan, the letter of in- 
troduction. 


Mr. Bonner. Yes, sir. 

Mr. Maracon. General Hyssong got up, and he said, “Now, boys, 
you see that door which you come in?” I said, “That’s right, General.” 
He said, “That door is wide open day and night for anybody to come 
here, prove himself that he has sufficient funds to purchase, that is, 
American dollars, and if you are the successful bidder, more power to 
you. Iam here to get the most money for my Government.” 

Mr. Bonner. That was General Hyssong’s statement ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Did General Hyssong make any inquiry of you as to 
the records of the gentlemen you were associated with ? 

Mr. Maracon. General Hyssong never asked me anything about 
anybody’s record. 

Mr. Bonner. Their criminal record or anything else ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. He merely stated to you that he operated on a cash : 
basis, and his purpose was to get the most American dollars? : 
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Mr. Maracon. Money for his Government. 

Mr. Bonner. For the surplus under his command ¢ 

Mr. Maragon. That is right, sir. 

Mr. Bonner. Was it negotiated sales or the highest bidder ¢ 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Which was it? 

Mr. Maracon. The highest bidder. 

Mr. Bonner. The highest bidder ¢ 

Mr. Maracon. May I tell you what happened in his office, sir ? 

Mr. Bonner. Sir? 

Mr. Maracon. May I continue and tell you what happened in his 
oflice during the visit ¢ 

Mr. Bonner. ieee 

Mr. Maragon. I believe General Hyssong referred us to a young 

captain and to another floor. We went to this captain’s office and 
presented our passports, Braithwaite submitting his American pass- 
port, as well as mine, and then he prepared tr: avel orders to proceed 
to Germany, which I have a copy here if you wish to have it, and we 
cot the travel orders and we made arrangements 

Mr. Bonner. Had you made a request to proceed from Paris to 
Germany ¢ 

Mr. Maracon. Yes, sir. We registered to him. 

Mr. Bonner. Sothis was at your request / 

Mr. Maracon. That is right, sir. We registered first, and then we 
received the travel orders. 

We made arrangements to go to Frankfurt the following night. 

Mr. Bonner. I will ask you another question before you goon. Was 
this normal procedure ? 

Mr. Maracon, That is right, sir. 

Mr. Bonner. In the office that every other person would have to go 
with such a request ? 

Mr. Maracon. No. Anybody can walk inside and satisfy the officers 
that he is a responsible businessman with sufficient funds; they would 
automatically give him travel orders and register him as an American 
buyer. 

Mr. Bonner. The captain’s name, do you remember it ? 

Mr. Maracon. Yes. F. Q. Easterling, major, AGD; and then “Ch. 
Personnel Br.” 

This is the original mimeographed copy of the travel order. 

Mr. Bonner. While you were in that office did you discuss the 
acquisition of surplus property ? 

Mr. Maracon. No. 

Mr. Bonner. Then, your only business in that office was to get 
your travel orders? 

Mr. Maracon. To register, obtain travel orders, and exchange our 
American dollars for American scrip money 

Mr. Bonner. So you completed your business s there? 

Mr. Maracon. That is right. 

Mr. Bonner. As others on a similar mission would have completed 
theirs ? 

Mr. Maracon. The same as anybody else. 

Mr. Bonner. Then, did you go to Frankfurt, Germany, from Paris, 
and was Mr. Braithwaite with you? 
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Mr. Maracon. The next midnight. We took the midnight train for 
Frankfurt. When we were about 30 miles out from Paris, I noticed 
some people conversing in English, and I looked in the next compart- 
ment for curiosity, and there was General Hyssong. 

When he saw me, he says, “Well,” he says, “come on in.” He says, 
“Are you alone?” I says, “Mr. Braithwaite is with me.” He says, 
“Bring him in.” 

So we went into his compartment and, I believe, there was another 
gentleman there whom he introduced as the general counsel of the 
office in Paris. He says, “Boys, I hate to tell you,” he says, “after 

ou left my office yesterday I received instructions from the State 
Ssaieteant to turn all surplus over to a German committee, so I am 
sorry there isn’t anything that you can purchase over there.” 

We arrived in Frankfurt the next day. I went sightseeing; Braith- 

yaite slept late. We made plans to leave the same night for Bremen. 
I believe Braithwaite wanted to go to the British-occupied territory 
to look some motorcycles over. 

Mr. Bonner. Before you leave Frankfurt, I want to ask you, did 
you obtain or purchase any property on this trip to Frankfurt ? 

Mr. Maragon. No, sir. 

Mr. Bonner. All right; now, proceed. 

Mr. Maragon. So, after my sightseeing trip, I joined Braithwaite; 
we boarded a train for Bremen. We arrived in Bremen. I went toa 
hotel there; I believe it was occupied by the American Army, and I 
made reservations for myself and Braithwaite to leave the same night, 
which, I believe, was 1 a. m., on the Copenhagen Express for Paris. 

Braithwaite asked me to take a ride to Bremerhaven, which is about 
30 miles from Bremen. 

So I went more or less for sightseeing purposes. We arrived at 
Bremerhaven, and Braithwaite went into a building, which I can 
identify as a former marine school of the German Navy. 

He went to the second floor to the office of a lieutenant or captain, 
an American. I don’t know whether he knew him previously. He 
sat there for about 40 or 50 minutes, and they were conversing about 
assistance from him to purchase severa] hundred motorcycles from 
the British occupied zone near Hamburg. 

I then left, and I says, “Aen, are you going back with me to Paris?” 
He says, “No, John, I changed my mind. I am going to remain here, 
and then I believe I am going out to Wiesbaden to look up some 
planes.” 

I went back to Bremen and took the Copenhagen Express, and 
returned to Paris the next afternoon. 

Mr. Bonner. On this trip, you did not negotiate or did not purchase 
any property, surplus property, for Dawson ? 

Mr. Maracon. Not a thing, sir. 

Mr. Bonner. Do you have any knowledge of any property that Mr. 
Braithwaite purchased on this trip ? 

Mr. Maracon. I believe. after the return to this country in May, I 
recall now I heard some discussions with Mr. Fletcher: I believe they 
went to solicit Mr. Fletcher’s assistance about a pending deal on these 
motorcycles; I believe it was early in April, some time in April, of the 
same year, 1948. 

Mr. Bonner. Before you got to that, you then returned to Paris 
from Bremerhaven / 
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Mr. Maracon. I went direct to Paris. 

Mr. Bonner. You left Mr. Braithwaite in Bremerhaven ? 

Mr. Maracon. That is right. 

Mr. Bonner. You returned to Paris? 

Mr. Maragon. That is right, sir. 

Mr. Bonner. Then in Paris did you immediately return to the 
States ¢ 

Mr. Maracon. When I returned to Paris I went to the hotel, and 
there was nobody there. In fact, I had an awful time finding my 
personal effects. They had moved them from my room, and half of 
them were missing, and I learned from the office that Dawson had left, 
and went to Zurich, so I remained in the hotel for 2 days. Braith- 
waite showed up first in Paris. 

In the meantime, while I was in Paris for 2 days, I learned of the 
criminal record of Mr. Dawson and his associates. ‘Then I confronted 
Mr. Braithwaite and I said, “Allen, why didn’t you tell me the rest of 
it before I came over here, in Washington ?” 

Mr. Bonner. So then Mr. Braithwaite joined you in Paris before 
you returned to the States ¢ 

Mr. Maracon. That is right, sir. 

Mr. Bonner. How did you learn of the criminal record of Dawson ? 

Mr. Maracon. Well, for some reason or another, I believe it was 
one oceasion, that Mr. Van Allen became talkative. I think that he 
got more or less jealous because there was a scene there, and for some 
reason he told me this to discourage me and return back, which I am 
thankful he did. 

He told me, in addition to his criminal record, that Dawson had ob- 
tained a fraudulent visa to come to this country in 1948. I says, “In 
what form?” He says, “When Dawson went to give his visa in the 
American Embassy in London, he couldn’t very well swear that he 
was not arrested or convicted. So arrangements were made by a 
female employee in the Embassy, after paying $500 to execute such 
visa.” 

Mr. Bonner. Now, let me interrupt you. What is your personal 
knowledge of the payment of 8500 to the person you speak of ? 

Mr. Maragon. I have none, sir, except—and that was confirmed 
afterward by Braithwaite, because when I confronted him with this 
information, he says, “John, that is quite true,” he says. 

Mr. Bonner. Confronted whom ? 

Mr. Maracon. Braithwaite upon his return, he confirmed—— 

Mr. Bonner. While you were in Paris? 

Mr. Maracon. That is right—the conviction of Dawson as well as 
the method of obtaining Dawson’s visa. 

Mr. Bonner. Dawson secured the visa, according to Braithwaite ? 

Mr. Maracon. Well, he come here; he was here. 

Mr. Bonner. You say—where did you get the information with 
which you confronted Braithwaite? Where did you get the infor- 
ination as to Dawson’s acquisition ? 

Mr. Maracon. Where did I get the information ? 

Mr. Bonner. Yes. 

Mr. Maracon. After I learned this more or less second-handed, I 
made a call to London, and I asked for Scotland Yard. I believe I 
asked for the inspector whom Dawson told me upon arrival Paris, 








406 DISPOSITION OF WAR SURPLUS PROPERTY 


that two Scotland Yards were in Switzerland trying to find Dawson’s 
cache of money to confiscate it. He give me the names of those two, 
because Braithwaite knew them personally in the past. 

So I made this call to this inspector in London, and I am sure I 
didn’t get him, because he was in Switzerland, but I asked if George 
John Dawson had any record. He wanted to know who I was. | 
probably gave him a cock-and-bull story to get the information. | 
don’t remember what I told him. Anyway they believed me and 
gave me the information over the telephone. 

Mr. Bonner. So that is how you ascertained that it was correct ? 

Mr. Maragon. That is right, sir. I did not inquire as to Van Allen, 
because Braithwaite already told me of Van Allen’s conviction in Lon- 
don for fraudulent securities, in which I don’t know whether he served 
for 6 months or a year, and then he was barred from ever entering 
London or the British Empire, but since then he has been going over 
there. 

Mr. Bonner. What was Mr. Braithwaite’s—did you ascertain while 
you were in Paris, or learn while you were in Paris, anything about 
Mr. Braithwaite and his general reputation ? 

Mr. Maracon. The best I can learn about Mr. Braithwaite, Mr. 
Chairman, from various people I talked to there, and some English- 
men, which another Englishman who was associated with Braithwaite, 
which I still have a high regard for him, Mr. William Davis, he told 
me that young Braithwaite, he was all right, that he knew nothing 
about him. 

Mr. Bonner. Did you make any inquiry while you were talking to 
the Scotland Yard police as to Mr. Braithwaite ? 

Mr. Maracon. No; I didn’t sir. 

Mr. Bonner. Did you state at that point that prior to your return- 
ing to the States from Paris, after you got this information, you 
decided not to be associated with Mr. Dawson at that time? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. You made up your mind prior to returning to the 
States? 

Mr. Maracon. In fact, I made immediate reservations, and I have 
the record here, TWA to return. 

Mr. Bonner. I understand. 

Let me get this clear. This was your first trip ? 

Mr. Maracon. Oh, no; that was my—— 

Mr. Bonner. Well, I am trying to have a continuity of this first 
trip you made. Now, vou have gone into a second trip, have you? 

Mr. Maracon. No; the first trip, that is with these particular 
people: I had been there before. 

Mr. Bonner. This was the first trip with Dawson ? 

Mr. Maracon. The first and last: yes, sir. 

Mr. Bonner. And you made up your mind in Paris that you were 
going to sever your relationship with Dawson ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. How do you explain your continued association with 
Dawson after you returned to the United States / 

Mr. Maracon. For the simple reason, Mr. Chairman, that I had 
expended around $2,700, $2,800, in that venture, and I wanted to get 
my money. It was bad enough to pick up a bad lemon, but I certainly 
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hate ta lose my own money. So, after the return to this country, I 
just had to hang around with him until I received my own funds. 

Mr. Bonner. Up until this time you had made all the advances, 
financial advances to take care of yourself and the other things you 
mentioned ¢ 

Mr. Maracon. That is right. 

Mr. Bonner. And you had had no compensation or reimbursement ? 

Mr. Maracon. Well, if you call compensation—we can start on these 
checks here that were submitted by this Englishman’s agent, George 
Chadwick, showing that I received compensation, but I am ready to 
prove to you 

Mr. Bonner. I am talking about up to the time you got back to 
the States. 

Mr. Maracon. No, sir; I did not. 

Mr. Bonner. From your first mission. 

Mr. Maracon. I received no compensation whatsoever. 

Mr. Bonner. And you had not received any profit of the operations 
of Mr. Dawson ? 

Mr. Maracon. None, sir; I did not, sir. 

Mr. Bonner. Were you entitled to participate in the profits of 
Dawson in other transactions up to that time ? 

Mr. Maracon. None, sir. 

Mr. Bonner. Only the transactions that you participated in ¢ 

Mr. Maragon. That is right, sir. 

Mr. Bonner. The agreements ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Did you know Leon Turrou? 

Mr. Maracon. No, I never met the gentleman, except what I have 
learned in that he was an FBI agent. 

Mr. Bonner. You never met him? 

Mr. Maracon. Never met him. 

Mr. Bonner. Do you know what his capacity with the OFLC in 
Paris was? 

Mr. Maracon. Well, from the information I had, it was that he was 
in charge of—he was occupying more or less the similar position as 
Mr. Travis Fletcher here in Washington, chief investigator. 

Mr. Bonner. Do you know anything about his activities in assisting 
Dawson in securing property / 

Mr. Maracon. No, sir. I never inquired, except, according to 
Braithwaite, the close friendship between Van Allen and Turrou— 
in fact, while I was in Paris, Dawson had several conferences, and on 
two occasions, Dawson was saying to him, “Have you seen Leon for 
those brochures yet?” He said, “I will see him this afternoon.” That 
is all I know about it. 

Mr. Bonner. You were never present when Turrou and Dawson had 
any conversation ? 

Mr. Maracon. No, sir. 

Mr. Bonner. Either in person or by telephone ¢ 

Mr. Maracon. No, sir; that is right, sir. 

Mr. Bonner. What information do you have about alleged letters 
of introduction utilized by Van Allen to Dawson, and containing th 
signature of certain prominent American citizens ¢ 
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Mr. Maracon. It was Braithwaite who first called my attention 
about a letter Dawson had in his possession, as well as Van Allen, from 
a prominent Senator. I pressed Braithwaite, and he finally admitted 
that Van Allen had secured these letters, “To Whom It May Concern,” 
signed by Senator Kenneth McKellar, one for Dawson and one for 
Van Allen. 

Upon my return, I believe it was on February 6, 2 days later, I 
went to the office of Senator McKellar, and I talked to Miss Walsh, 
because I was told by Braithwaite that there is a young blonde in the 
office of McKellar that knows Van Allen. 

So, when I walked in the office, I asked her, I said, “Do you know 
Mr. Van Allen?” She says, “Yes.” 

“Do you know Mr. Dawson?” She says, “Yes.” I said, “May I 

see you in private?” So she took me in the Senator’s private office. 
The Senator was not there, and I says, “Miss W: alsh, I have just re- 
turned from Paris,” and briefly I told her my mission over there. I 
said, “Is it true that these two gentlemen possess letters of introduc- 
tion from the Senator?” And she s: ays, “Do you know that?” I said, 
“Yes.” She says, “Well, my gosh,” she says, “how did you find out ?” 
So I told her. She says, “What shall I do?” I says, “Where did 
you meet Mr. Van Allen?” She says, “Oh, I know him for a few 
years.” 

So, I says, “Does the Senator know about these gentlemen?” She 
says, “Let’s not talk about that.” I says, “What are you going to do?” 
She says, “Well, I am going to confess this to the Senator.” 

I have seen her a few days later, and I don’t remember whether she 
told me that she advised the Senator of these letters or not. 

I also learned that those letters were extensively used in getting 
the members of the foreign purchasing missions in in Paris. 

Mr. Bonner. It is a fact from your testimony and your knowledge 
of these letters, that the letters were general, addressed “To Whom It 
May Concern” 

Mr. Maracon. That is right. 

Mr. Bonner (continuing). And not signed by the Senator, but 
signed by a young lady in his office, according to her own statement. 

Mr. Maracon. Not from what Mr. Braithwaite told me. They 
were signed by the Senator. 

Mr. Bonner. I am talking about what the lady told you. 

Mr. Maragon. The lady told me—I didn’t ask her—I believe she 
said that she executed the letters. What she meant by executing them, 
she typed them, and somebody signed the Senator’s name. 

Mr. Bonner. She did not tell you then who did sign them ? 

Mr. Maracon. No. 

Mr. Bonner. Did Mr. Braithwaite tell you who signed the letters ? 

Mr. Maragon. No. 

Mr. Bonner. So then you have no knowledge of who did sign the 
letters ? 

Mr. Maracon. No, sir. Mr. Braithwaite’s only knowledge was that 
he saw the letters. 

Mr. Bonner. Yes. 

Now, were you ever repaid by Dawson for the expenditures you 
made for his transport: ition and Braithwaite’s to Europe, and other 

expenses incurred in connection with your first trip / 
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Mr. Maracon. I believe I have, sir. I am pretty settled with them; 
yes, sir. 

” Mr. Bonner. Then the answer is you have been repaid; is that the 
answer ¢ 

Mr. Maracon. I mean I have been paid; yes, sir; for my expenses. 

Mr. Bonner. Well, you have been satisfied as to these expenditures, 
these outlays you made. 

Mr. Maracon. Yes, sir; but it took me 314 months to get it, though. 

Mr. Bonner. Is it true that Dawson has filed suit against you 
alleging that you owe him money 4 

Mr. Maracon. That is right, sir. 

Mr. Bonner. For French francs which were given you by Braith- 
waite to exchange, which were not returned ¢ 

Mr. Maracon. May I explain that to you, sir? It is true. May I 
explain it? 

Mr. Bonner. Is that correct ? 

Mr. Maracon. That Braithwaite gave me the francs; yes, sir. 

Mr. Bonner. There is a suit pending? 

Mr. Maracon. That is correct. 

Mr. Bonner. Braithwaite gave you the francs to exchange. 

Mr. Maracon. That is right. 

Mr. Bonner. Where is the suit pending? 

Mr. Maracon. I believe it was the day after Braithwaite arrived 
in Paris—— 

Mr. Bonner. I am asking you first where the suit is pending. 

Mr. Maracon. In the district court here in the District of Columbia. 

Mr. Bonner. Sir? 

Mr. Maracon. In the United States district court. 

Mr. Bonner. I will give you now the opportunity toexplain. How 
much was it that he was suing you for? 

Mr. Maracon. That I don’t know. 

Mr. Bonner. How much was it that Braithwaite claimed that he 
gave you to exchange? 

Mr. Maragon. That is right. All I know is this—— 

Mr. Bonner. Just a minute. How much did Braithwaite say he 
gave you to take to the bank to exchange? 

Mr. Maragon. He never told me how much it was. 

Mr. Bonner. All right. Now, go ahead and explain. 

Mr. Maracon. It was the day after Braithwaite returned from 
Germany, and about 8 o’clock in the morning, which is unusual in 
Paris hotels for unusual noise, there was a terrific commotion in the 
lobby. I was on the next floor above. 

[ was awakened, and I pressed a button, and the waiter come up. 
I says, “What happened?” “Oh,” he says, “Monsieur, didn’t you hear 
what happened?” I says, “No.” 

He says, “Four o’clock this morning, by a decree, the French 
Parliament revoked and cancelled all five-thousand franc notes.” So, 
I dressed quickly and went downstairs. 

Braithwaite was still asleep, and I noticed about a hundred or more 
people, with handfuls of these notes, you know, auctioning them for 
whatever they can get. Some of them had briefcases loaded. 

Mr. Curtis. May I ask a question ? 

Mr. Bonner. Let him complete his statement first, and then I will 
let you ask a question. 
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Mr. Maracon. [am saying this, sir, because at the same time this suit 
pending, but I would not mind telling you the truth. 

Mr. Bonner. You are under oath, you remember. 

Mr. Maragon. That is right. 

So I then learned that the purpose of this decree at 4 a. m. was to 
‘atch the black marketers, and tax evaders, and the next day this 

Armenian Sutton, I noticed handing Braithwaite a manila brown 

envelope, I will say about an inch and a half thick. 

Mr. Bonner. Who handed it to Braithwaite ? 

Mr. Maracon. Sutton. 

Mr. Bonner. Was it sealed ? 

Mr. Maragon. Sir? 

Mr. Bonner. Was it sealed ? 

Mr. Maracon. No, just it was not sealed; I believe there was a rubber 
band around it. 

So, later Braithwaite said to me, he said, “John, I wish you could 
do mea favor.” Isaid, “Sure, Allen.” 

He says, “I have here a number of five-thousand-franc notes and, of 
course,” he says, “I can’t exchange them. I am a resident of France. 
You are a transient. I will prepare you a letter on a Trans-America 
letterhead, and use that and go down to the bank and exchange them 
to thousand-frane notes.” 

I thought nothing of it, and I took the envelope. I didn’t count it, 
went down to the Bank of France, and there was a three-block line 
there. Finally I got myself into the building, and I found out I can 
only exchange for transients, but not to citizens; the citizens must 
deposit them with an explanation as to how they come into the pos- 
session before they exchanged them for a thousand franc notes. 

So, I returned back and handed the envelope to Braithwaite. 

The first thing I knew about this transaction was when I was to 
testify in the Senate 5-percent committee and, as I was walking inside, 
on deputy marshal handed me a subpena. The subpena was issued 

by Mr. George Chadwick, Dawson’s agent in this country. 

I filed an answer that I did receive this from Braithwaite, but I 
have nothing received from Dawson, although the bill calls that Daw- 
son gavethem tome. Dawson wasn’t even in Paris at the time. 

The case was called last Monday 

Mr. Bonner. Wait a minute now. 

Mr. Maracon (continuing). The 16th, they postponed the case he- 

cause they were not ready to proceed. 

Mr. Bonner. Did you have any five-thousand-frane notes of your 
own at the time you were trying to change Mr. Braithwaite’s five 
thousand francs? 

Mr. Maracon. Certainly I had. I had some of my own, too. 

Mr. Bonner. Weren't you interested in getting yours—— 

Mr. Maracon. I did cash mine; yes, sir, 

Mr. Bonner. How did you cash yours? 

Mr. Maracon. How did I cash mine ? 

Mr. Bonner. Yes. 

Mr. Maracon. Down at the Guaranty Trust Co. 

Mr. Bonner. Here in America or in Paris? 

Mr. Maracon. In Paris. 

Mr, Bonner. How many did you cash? 
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Mr. Maracon. I left them there. 

Mr. Bonner. You just deposited them there ? 

Mr. Maracon. Yes. 

Mr. Bonner. As an American citizen ? 

Mr. Maracon. That is right, sir. . 

Mr. Bonner. Now, you returned from Europe on February 5, 1948 ? 

Mr. Maracon. That is right. 

Mr. Bonner. You returned February 5, 1948, did you not? 

Mr. Maracon. I did, sir. 

Mr. Bonner. Had you completed or severed your connection with 
Dawson at that time? 

Mr. Maracon. Not until I was paid off, around the latter part of 
May or early part of June. 

Mr. Bonner. But you had decided that you would sever your con- 
nection—— 

Mr. MaraAcon. That is right, sir. 

Mr. Bonner (continuing). As you have stated; you only stayed 
on until you could secure a settlement. 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Did you again contact the Office of Foreign Liquida- 
tion in Washington, and report your experiences while on this trip to 
Europe ¢ 

Mr. Maracon. I did, sir. 

Mr. Bonner. To whom did you report ? 

Mr. Maracon. Mr. Fletcher. 

Mr. Bonner. What was the character of information you reported 
to Mr. Fletcher ? 

Mr. Maracon. When I returned to Washington the next day I 
went to Mr. Fletcher’s office, and I saw Mr. Fletcher. I told him, 
in addition to the information Braithwaite had given me, “which I 
imparted to you and Mr. Chapalear, I have for myself confirmed more 
important information.” 

I went into detail and told him of Dawson’s conviction, Dawson’s 
method of obtaining a visa to come into this country, told him how 
this Sutton and Fiffer, Dawson’s agents in Paris, were operating 
with the foreign missions, and again told him that I observed from 
two telephone conversations between Van Allen and Leon Turrou 
that Mr. Turrou and Mr. Allen are good friends. 

He left the office and come back in 5 or 10 minutes, and he said, 
“Would you come with me?” So he took me into another room, 
and there come in a gentleman, which he later identified as Brigadier 
General Brown. I believe it was one of the officers of the OFLC. 

I repeated this information before General Brown and, I believe. 
a week or 10 days later, Mr. Fletcher contacted me, or I contacted 
him, and told me that he was ordered to proceed to Europe to con 
duct an investigation on Dawson, et al. 

Mr. Bonner. So that is what you told them? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Are you finished ? 

Mr. Maragon. Yes. 

Mr. Bonner. Did you have any complaint to report against Gen- 
eral Hyssong ? 

Mr. Maragon. I did not, sir. 
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Mr. Bonner. Did you ever receive information that your reports 
were investigated by the OFLC in Europe? 

Mr. Maragon. I did not hear you, sir. 

Mr. Bonner. Did you ever receive information that your report, 
which you have just spoken of, was investigated by the OFLC in Eu- 
rope ? 

Mr. Maracon. After Mr. Fletcher come back, as a matter of curi- 
osity, I contacted him, and I asked him-——— 

Mr. Bonner. Just a minute. 

Mr. Maracon. I say after Mr. Fletcher returned from his investi- 
gation in Europe, I contacted Mr. Fletcher as a matter of curiosity, 
and asked him, “How did you make out,” things like that. 

He wasn’t very much talkative, but a year later I learned that Gen- 
eral Hyssong was bitter against me, and I tried to located General 
Hyssong in Paris. 

I learned that he was here in the States. I proceeded directly to the 
oflice of General Connelly, Major General Connelly, who was the 
head of OFLC, to inquire where I can locate General Hyssong. 

As I walked into the office, to my joy and surprise, here was General 
Hyssong sitting at General Connelly’s desk. 

Mr. Bonner. How long was this after 

Mr. Maracon. About a year or so, a little, I believe, after. 

Mr. Bonner. Well, I asked you the information—whether you 
received information that your report was investigated. Do you mean 
that it was a year after that you found it out? 

Mr. Maracon. I did not follow you, Mr. Chairman. You mean my 
report was investigated ? 

Mr. Bonner. You made a report? 

Mr. Maracon. Yes, sir; when I come back. 

Mr. Bonner. Then I asked you did you ever find out whether your 
report was investigated. 

Mr. Maragon. I told you, sir 

Mr. Bonner. Now, you found out a year later-—— 

Mr. Maragcon. I told you when Fletcher came back—as a matter of 
curiosity, I called Mr. Fletcher, and I asked him in such words, “How 
did you make out with your investigation of these fellows over there?” 

He was not very much talkative. But a year later I learned, so 
when I saw General Hyssong occupying General Connelly’s office, he 
recognized me and got up and he said, “John, how are you? Come 
on in.” 

I went inside to his left. I says, “General, I have been trying to 
locate you. In fact, I was trying to reach you in Paris.” 

He says, “What about?” I said, “About certain rumors that I 
heard.” 

He says, “Yes, John, I heard something, too, and I am glad that you 
are here.” He says, “Tell me.” I says, “I heard that when I come 
back here instead of me complaining against Dawson and his agents 
that my sole complaint was against yourself and the conduct of your 
office.” 

I says, “General, this is an absolute lie. The only inference I made 
about your office was the friendship of Turrou and Van Allen.” 

He says, “You didn’t complain about my office?” I said, “No, sir.” 

He says. “Would you mind if I have somebody else sit here?” I 
says, “Yes.” 
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A civilian come in and sat in his office, and then he sent for Fletcher 
and Fletcher come in, and he says, “John, you repeat what you have 
said.” 

So I repeated word by word. He says, “What about it, Mr. 
Fletcher ?” 

As I remember, Fletcher said, “That is substantially correct.” 

He says, “That is all, Mr. Fletcher,” and Fletcher left; and General 
Hyssong said to me, he said, “John, wouldn’t you mind coming bac k 
in a day or two and dictate this statement?” I says, “I will be happy.” 

I went back and the general was not there 2 or 3 days later. Then 
this investigation took place, you know, and the general had gone. 

In the meantime, when I left General Hyssong’s office, Mr. Fletcher 
was waiting for me in a corridor and he approached me and he says, 
“Mr. Maragon,” he says, “Why did you have to see General Hyssong ¢ 
That is all a closed matter now.” 

I says, “Not as far as I am concerned.” I says, “I reported to you 
certain matters concerning Mr. Dawson, and as I understand you 
made the subject of your going to Europe to investigate General Hys- 
song’s office, which I made no complaint on the general. In fact,” 
I says, “I wish we had more like General Hyssong.” 

Mr. Bonner. That is that. 

Now, you previously stated that you separated your relationship 
with Dawson. You state that you were back in Europe again. What 
was your mission there in Europe, since you separated from Dawson ? 

Mr. Maracon. I never went back in Europe for Dawson, sir. 

Mr. Bonner. Then I misunderstood you. 

Mr. Maraaon. No. 

Mr. Bonner. I understood you to say a year later that you tried to 
contact General Hyssong in Europe and you found out he was in 
Washington. 

Mr. Maracon. That is right on the information I received. 

Mr. Bonner. You telephoned him? How did you try to contact 
him ? 

Mr. Maracon. How did I try? I placed a telephone call person-to- 
person. 

Mr. Bonner. All right. Well, that is your answer. 

Did you investigate the matter of the Gary armor plant, Gary, Ind., 
for Dawson ? 

Mr. Maracon. Well, it was for Dawson or anybody else; I received 
a letter from Mr. William Davis, from London. 

Mr. Bonner. From whom? 

Mr. Maracon. William Davis, D-a-v-i-s. Mr. Davis was an asso- 
ciate of Mr. Dawson and, as I learned, Mr. Davis severed his associa- 
tion with Mr. Dawson a year and a half or so ago, and Mr. Davis 
wrote me a letter and asked me to inquire about this plant and, if 
possible, secure some information, such as blueprints. 

Mr. Bonner. You were then investigating for Mr. Davis and not 
for Mr. Dawson, with respect. to the Indiana plant ? 

Mr. Maragon. As I learned later, Mr. Dawson was interested in 
that through Mr. Davis, and that is how I got my expenses paid to go 
to Chicago. Mr. Chadwick paid me for my trip. 

_Mr. Bonner. Mr. Chadwick, who was Mr. Dawson’s representa- 
tive-—— 
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Mr. Maragon. That is right. 

Mr. Bonner (continuing). Paid you for your trip to Indiana to 
investigate a Gary plant? 

Mr. Maracon. That is right. So, by paying me for my expenses 
that indicated that Dawson was interested in that. 

Mr. Bonner. Did you meet Mr. Davis? 

Mr. Maracon. Oh, yes. 

Mr. Bonner. When did you first meet him? 

Mr. Maracon. I believe the first time I just casually bumped into 
him in Paris on a previous trip, and then Davis followed Dawson 
in this country, I believe it was, in March 1948. He brought his family 
over here. He has relatives in Pennsylvania—no, he brought his 
daughter, Mr. Chairman. 

Mr. Bonner. At that time did Mr. Davis tell you he was associated 
with Mr. Dawson in the venture of the Indiana armor plant / 

Mr. Maragon. Yes, sir. 

Mr. Bonner. But you had previously decided to disassociate your- 
self with Mr. Dawson, had you? 

Mr. Maracon. The way it come to me, sir, it come in a way from Mr. 
Davis originally. 

Mr. Bonner. You considered yourself then representing Mr. Davis 
instead of Mr. Dawson ¢ 

Mr. Maragon. Well, I would not consider any representation at all. 
It was more or less of asking me to do something that was not com- 
mitments, no payments, no fees paid or nothing. Just like to tell 
me, “John, would you check up about this particular thing,” and 
period. 

Mr. Bonner. Did you receive any correspondence from Mr. Davis? 

Mr. Maragon. Oh, yes. 

Mr. Bonner. What was the nature of the correspondence? Will 
you explain that / 

Mr. Maracon. Well, we have been corresponding more or less for 
the past year and a half, especially since this 5-percenter investigation 
started, and Mr. Davis, from time to time, he will write me and warn 
me and tell me that Mr. Dawson is going to do everything he can 
against me through Mr. Chadwick here in Washington. 

I have the letters, and such things as that, and as a result of his 
warnings, the suit to embarrass me for this French franes was filed, 
and wide publicity given. 

Mr. Bonner. Now, after the hearings, the investigation, did you 
again see Mr. Braithwaite in the United States? 

Mr. Maracon. Oh, yes. I had to see him because he was the pay- 
master, that is, the No. 1 paymaster; they had two accounts here, Mr. 
Chairman; Dawson entrusted Braithwaite with his money, and 
Braithwaite deposited in his name. Then Dawson transferred money 
to the account of the Trans-America; Chadwick was the paymaster 
for that. 

Mr. Bonner. What was the nature of your meeting with Mr. 
Braithwaite ? 

Mr. Maracon. The nature was to try to get my money that I spent 
as quickly as possible, and I just thought, as I just told you, it took me 
over 3 months to get it. 

Mr. Bonner. Did you have Mr. Braithwaite to establish credits here 
in Washington ? 
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Mr. Maracon. That is correct, sir. 

Mr. Bonner. Will you explain that. 

Mr. Maracon. On March 24, 1948, Mr. Braithwaite called me at 
home and told me he had just arrived in this country, that he was at 
the Shoreham Hotel, that he was in an embarrassing situation, that 
an embarrassing situation was created between him and the manage- 
ment, and he asked me to go up there as quickly as possible. 

I went directly to the Shoreham Hotel from my home, and Mr. 
Braithwaite was, I believe, in the lobby. 

He complained that he had asked for certain accommodations, and 
that he couldn’t get them. So I called Mr. Gardner Moore, the gen- 
eral manager, whom I had known for 20-some years, and Mr. Moore 
then arranged a suit for Mr. Braithwaite, No, 100—E. 

Mr. Braithwaite asked me to accompany him with his luggage to the 
suite. After he settled down, he went to a writing desk and wrote a 
check’ for a thousand dollars. He says, “I will be right back, John.” 
He come back in about 10 minutes and he was very mad. I says, 
“What happened?” He says, “They turned me down.” He went 
downstairs to establish credit. He said, “I wonder if you can help 
me.” It was about 7:30 in the evening, so again I called Mr. Gardner 
Moore in his apartment in the same hotel, and I told him what 
happened. 

So, Mr. Moore says, “John,” he says, “you take Mr. Braithwaite 
down to the cashier, and I will call the cashier, and you identify Mr. 
Braithwaite.” 

L took Mr. Braithwaite to the cashier. Mr. Braithwaite presented 
the check, and the cashier handed me the pen, and he said, “Mar. Mara- 
gon, W il] you please endorse it?” J] signed the check. 

The first time I knew about this check was when I was charged with 
receiving a thousand-dollar fee, and a record was made, and the sub- 
ject was made to the grand jury to indict me, and now I am submit- 
ting a record of the hotel, sir, to show every penny of the thousand 
dollars that Braithwaite spent for his own use in this hotel, and Mr, 
Chadwick presented this check, together with three others, to the 
senatorial committee, and told them that I received fees, which are 
payments of fees to me. 

Mr. Bonner. For your information, Mr. Maragon, we have copies 
of the checks that you are discussing. Did you mention a Mr. Dan 
Murphy ? 

Mr. Maracon. Sir? 

Mr. Bonner. Did you mention a Mr. Dan Murphy? 

Mr. Maracon. Dan Murphy? According to this record here, there 
was $34.74 balance left ? 

Mr. Bonner. Who is Mr. Dan Murphy? 

Mr. Maracon. Mr. Dan Murphy—I have seen him on several occa- 
sions, you know, associating with Mr. Braithwaite and Mr. Steward. 
I believe Mr. Steward can tell you more of what Mr. Murphy is. 

Mr. Bonner. Did Mr. Murphy have anything to do with that $34 
that you were just going to explain? 

Mr. Maracon. The only thing I know is that the official record of 
the hotel shows that the $34.74 balance out of the thousand dollars 
was left; Mr. Braithwaite gave instructions, he says, “Pay Mr. Dan 
Murphy.” 
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Mr. Bonner. Did Mr. Murphy have any connection with Mr. Daw- 
son, to your knowledge ? 

Mr. Maracon. I believe he did, sir. 

Mr. Bonner. But you do not know? 

Mr. Maracon. Well, from the meetings he held in various times 
here in Washington in the hotel, it appears 

Mr. Bonner. Did you see Mr. Dawson with Mr. Murphy? 

Mr. Maracon. Yes, sir. 

(Discussion off the record.) 

Mr. Bonner. The subcommittee will recess until Monday morning 
at 10 o’clock, and, Mr. Maragon, you are advised that the subcom- 
mittee will recess until Monday morning at 10 o’clock. 

(Whereupon, at 11:55 a. m., the subcommittee adjourned, to re- 
convene at 10 a.m., Monday, April 23, 1951.) 
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MONDAY, APRIL 23, 1951 


House or Representatives, 
SUBCOMMITTEE ON INTERGOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerarrTMENTS, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room 1501, New House 
Office Building, at 10 a. m., Hon. Herbert C. Bonner (chairman of the 
subcommittee) presiding. 

Mr. Bonner. The subcommittee will come to order. 

The clerk will call the roll. 

(The following names answered “Present”: Lantaff, Donohue, 
Brownson, Curtis, and Harden.) 

Mr. Bonner. A quorum being present, the subcommittee will 
proceed. 

The first witness this morning is Mr. Maragon. 

Mr. Maragon, will you stand and be sworn ¢ 

Do you solemnly swear that on on the matters now pending before 
this subcommittee you will tell the truth, the whole truth and nothing 
but the truth ? 

Mr. Maracon. I do. 


FURTHER TESTIMONY OF JOHN MARAGON, McLEAN, VA. 


Mr. Bonner. Mr. Maragon, did Mr. Braithwaite make any state- 
ment to you on or about March 24 at the Shoreham Hotel with respect 
to himself ? 

Mr. Maracon. He made several. 

Mr. Bonner. About Dawson being investigated by the OFLC in 
Paris? 

Mr. Maracon. In one of his statements; yes, sir. 

Mr. Bonner. What did he say ? 

Mr. Maracon. I do not know whether it was the evening of the 
24th or the morning of the 25th. I saw him on the evening of the 24th 
in reference to a telephone call for me to go out there to help him 
establish his credit with the hotel. Because of the fact that he had an 
appointment that evening, he told me to return the following morning 
about 10 or 10:30 and have breakfast with him at which time he would 
discuss several things with me. I believe it was that morning at 
breakfast in his suite 100-E. 

The first thing he said was that George was mad with me. George 
is identified as George Dawson. I says “Why?” “Well,” he says, “we 
learned over on the other side that you have given the State Depart- 
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ment certain information about George and several other people con- 
nected with him. However,” he says, “George does not feel that any 
damage was done. So, when George comes back here in another week 
or two, he will be friendly to you. In the meantime, don’t say any more 
about it.” 

Mr. Bonner. Well, was that in respect to any investigation of 
Dawson and Braithwaite? 

Mr. Maracon. Well, during the breakfast table I asked him specifi- 
cally where such information was given to them over there—that is, 
in Europe. 

Mr. Bonner. What was the information ? 

Mr. Maracon. About me informing the authorities here of Dawson 
and his agents, of their criminal records—the method in which Daw- 
son obtained a visa from the London embassy. 

Mr. Bonner. That is what they were investigating ? 

Mr. Maracon. Well, that is just what he said: yes, sir. 

Mr. Bonner. Well, was he afraid that would affect any of his future 
transactions? 

Mr. Maracon. No. Mr. Dawson, according to Braithwaite, was 
very much disturbed because if a full investigation was made as to 
his visa, he felt he would never be able to return to this country to 
negotiate business here. 

Mr. Bonner. Well, did you have knowledge that the OFLC was 
investigating Dawson and Braithwaite? 

Mr. Maracon. Oh, yes. I knew that. 

Mr. Bonner. Did you have any information about the suit against 
Dawson in Europe by two individuals named Levene and Good ? 

Mr. Maracon. That was told to me while I was in Paris the latter 
part of January. In fact, I believe one of Dawson’s attorneys—I 
forget his name—was summoned by Dawson to come to Paris and 
discuss the matter in Paris with Dawson of the pending suit. I be- 
lieve that was a suit filed against Dawson by two Britishers by the 
name of Good and Levene. I could not help hearing it because I 
happened to be in the same suite at the time Mr. Dawson was con- 
ferring with his attorney from London. 

Mr. Bonner. Did Braithwaite tell you that any Government agency 
had expressed any interest in the suit or offered to assist Dawson in 
any way ¢ 

Mr. Maracon. Not until he returned here. He mentioned the fact 
to me that morning that certain people from the OFLC have discussed 
the matter over there. 

Mr. Bonner. With whom did he discuss it ? 

Mr. Maracon. With Mr. Fletcher. 

Mr. Bonner. Who is Mr. Fletcher? 

Mr. Maracon. Mr. Fletcher’s full name is Travis Fletcher, a gen- 
tleman I went to see before I went to Europe to find out something 
about these people. 

Mr. Bonner. And he had the discussion in Europe ? 

Mr. Maracon. According to Braithwaite; and the reason he told 
me why he cautioned me not to say any more about Dawson is because 
of the fact that they discussed this matter with Mr. Fletcher while 
he was over there to investigate Dawson and Braithwaite. I believe 
he said they wanted to get some records from the OFLC which will 
be helpful to Dawson’s case. 
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Mr. Bonner. I understand; but I said did Braithwaite tell you 
anybody was going to assist Dawson in the suit ¢ 

Mr. Maracon. I am quoting Braithwaite now, and possibly he said, 
“John thought they may have one or two American officials to come 
to the trial in London.” I said, “Why American officials?” “Well,” 
he says, “our courts in E ngland are very much impressed with an 


American official testify ing.” 
Mr. Bonner. And he told you that who would testify or assist 


Dawson ? 

Mr. Maracon. He did not say at that time who would neety but 
he said they woud discuss the matter with Mr. Fletcher and ask him 
his desires. He said the thing would wait. He says, “One “ea we 
would like to have Mr. Fletcher go through the files of the office of 
the OFLC in London and find certain documents concerning Lavene 
and Good and possibly they may have one or two Americ: an high 
officials come to London to testify in behalf of Mr. Dawson.” 

Mr. Bonner. Did he tell you that any particular official had offered 
to testify ? 

Mr. Maracon. Not at that time, sir. 

Mr. Bonner. Well, did he tell you that any representative of any 
Government agency had offered to have witnesses testify ? 

Mr. Maracon. No; he did not mention any names. He said “Gov- 
ernment officials.” However, I learned later of negotiations by Daw- 
son’s attorneys here in Washington away back in ‘October 1948 with 
Mr. Fletcher. They were holding meetings as to how Mr. Fletcher 
can be of help. I believe you have the records. 

Mr. Bonner. But you know nothing about any offer that Mr. 
Fletcher himself made? 

Mr. Maracon. Not except the record you have indicating all the 
meetings of Dawson’s agent, George Chadwick, here in W ashington 
at the Southern Suilding, holding several conferences with Mr. 
Fletcher in which he sought to arrange transportation for Mr. Fletcher 
to go over there. I am sure you have those records. 

Mr. Bonner. Then you know nothing whatsoever as to any offer 
anybody—any individual or individuals—made to assist Dawson in 
his trial ? 

Mr. Maracon. Not except Mr. Chadwick’s record. 

Mr. Bonner. I say you, of your own knowledge. 

Mr. Maracon. No. 

Mr. Bonner. Did Braithwaite ever inform you that Dawson and 
he had done favors for anybody who they anticipated might return 
the favor to them with respect to this matter ? 

Mr. Maracon. Yes. Braithwaite page to say that one of the 
reasons they wanted me to forget and not say any more about what 
I had already told the authorities about Dawson and his agents was 
that Mr. Fletcher—that he discussed with Mr. Fletcher the possibility 
of taking Bermuda; and this is one thing he said, that George Dawson 
is coming over here in a week or 10 days to attempt to take over the 
entire surplus i in Bermuda. 

Mr. Bonner. I had reference to this suit against Dawson and was 
asking you whether there was any reason for any particular person 
to testify for Dawson or to assist Dawson in the suit. You do not 
know of any particular reason ? 
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Mr. Maragon. Outside of what I have told you, Mr. Chairman, 
about Mr. Fletcher. The records also indicate Mr. Dudiey, formerly 
employed by the State Department, received about $2,000 in con- 
nection with this case, paid by Mr. Chadwick. A Mr. Henry A. 
Dudley was paid on December 27, 1948, by check No. 1032, $600; 
again on February 18, 1949, by check No. 1035, Henry A. Dawson 
was paid $250. 

Mr. Bonner. What was that for, Mr. Maragon ? 

Mr. Maracon. According to the records, in assisting Mr. Dawson’s 
pending suit in London. 

Mr. Bonner. And who were these two gentlemen you mentioned ? 

Mr. Maracon. Mr. Henry A. Dudley, who was identified to me when 
T called on Mr. Samuel Boykin, of the State Department, as a former 
employee of the State Department. 

Mr. Bonner. A former employee ? 

Mr. Maracon. That is right, sir. 

Mr. Bonner. Who was the other gentleman? 

Mr. Maracon. That was the same gentleman. Mr. Dudley was paid 
twice. 

Mr. Bonner. When did you first learn about Dawson’s acquisition 
of surplus material in Bermuda, and through whom did you learn it ? 

Mr. Maragon. As soon as Braithwaite returned to this country— 
that is, on March 24, 1948—he began to discuss with me freely they 
were about to close the deal in Bermuda. I believe he made several 
telephone calls from the Shoreham Hotel to Bermuda, asking for a 
Mr. William E. Ryan. That was the first time I had knowledge of 
such negotiations. 

Mr. Bonner. What was the telephone conversation? What did 
he tell you? You said he telephoned and called Mr. Ryan. 

Mr. Maracon. I only observed him putting calls in, because there 
are certain limitations to making calls to Bermuda, and that is what 
attracted by attention. The telephone office in Bermuda is con- 
trolled by the post office of Bermuda. 

Mr. Bonner. Did you know Mr. Ryan; had you ever met him; did 
you know who he was or what he was? 

Mr. Maracon. Yes; I had met him. But that was the first time 
TI heard Mr. Ryan’s name entered into the picture. 

Mr. Bonner. Did you at that time know his capacity or his 
employment in Bermuda? 

Mr. Maracon. I believe it was a week or so later he was identified 
to me that he was the head of the Office of Foreign Liquidation in 
Bermuda. 

Mr. Bonner. Did you go to Bermuda ? 

Mr. Maracon. Yes. 

Mr. Bonner. What was the occasion of your trip ? 

Mr. Maracon. The occasion was after Mr. Braithwaite left Wash- 
ington he went to Bermuda, and I received a telephone call from Mr. 
Braithwaite advising me Dawson had already arrived in Bermuda 
from London. Because of the fact that when Braithwaite was here 
I pressed him to reimburse me for the balance of my expenses of the 
trip to Europe, he told me—he said “John, I must wait until George 
returns.” In response to a telephone call from Bermuda to me from 
Braithwaite, in which Braithwaite assured me my expenses will be 
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paid if I go to Bermuda and attempt to straighten myself out with 
my expenses, I went to New York and took the Pan American Airways 
and went to Bermuda. I believe it was sometime in April. I don't 
remember the exact date. 

Mr. Bonner. What were you going to Bermuda for ? 

Mr. Maracon. To collect the balance of my money I spent in going 
to Europe on the fateful trip early in January. 

Mr. Bonner. He phoned you to come down there ? 

Mr. Maragon. That is right, sir. 

Mr. Bonner. Did you meet anybody in Bermuda other than Mr. 
Braithwaite ? 

Mr. Maracon. When I arrived at the airport, Mr. Braithwaite was 
there waiting for me. 

Mr. Bonner. Who paid your way to Bermuda / 

Mr. Maracon. Who paid my way ¢ 

Mr. Bonner. Yes. 

Mr. Maracon. Eventually, it took 2 months later to collect that 
money from Mr. Braithwaite. 

Mr. Bonner. You say you met Mr. Ryan on arrival 

Mr. Maracon. No. I met Mr. Braithwaite at the airport. He 
hailed a cab, and we drove to the St. George Bermudian Hotel. When 
we arrived there, he was looking for Mr. Dawson. He waited several 
minutes. I believe about 10 minutes. He could not locate Mr. Dawson. 
Then Mr. Braithwaite says: “I am going to take a swim.” So he 
went to the pool and took a dive. While Braithwaite was swimming, 
Dawson shows up on the edge of the pool. Braithwaite hurriedly 
dressed up, and the three of us got together. No sooner than we got 
together a fourth gentleman appeared on the scene I never seen before. 
Later he was introduced to me as Mr. William E. Ryan. We dis- 
cussed my balance due me, and Dawson appeared to be willing to 
reimburse me. 

Mr. Bonner. You took a dive yourself; did you not ? 

Mr. Maracon. I took a dive when I went to Europe. 

Mr. Bonner. You first went to Europe, and you tell the subcom- 
mittee you did not do anything there; you paid your own expenses. 
Then a man called you from Bermuda, and you took a dive down there 
at your own expense / 

Mr. Maracon. Not at my own expense. I told you Mr. Braithwaite 
guaranteed me 

Mr. Bonner. He had not paid you, up to the time you went to 
Bermuda, for your European expenses? 

Mr. Maragon. That is right. 

Mr. Bonner. Then it was money out of your own pocket that you 
bought the ticket to go to Bermuda with. ; 

Mr. Maracon. That is right. 

Mr. Bonner. What were you supposed to do; what assistance were 
you supposed to render ? 

Mr. Maracon. When you have $8,000 out and knowing the gentle- 
men were both ex-criminals, wouldn’t you make every effort you could, 
even marching through Georgia, to get your money back? "I needed 
that money. 
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Mr. Bonner. You are now in collaboration with Mr. Braithwaite, 
Dawson, and Ryan at the swimming pool. 

Mr. Maracon. No. 

Mr. Bonner. That is where you are at the present time. From that 
conversation, did you get any mention as to why you were called to 
Bermuda ¢ 

Mr. Maracon. I was simply called there to discuss—evidently Daw- 
son wanted to see me in Bermuda to warn me about what I have said 
to the authorities here. However, Dawson in his conversation with 
me says: “John, I don’t give a damn what you said.” He says: “I am 
here, and I will be back in the States within a week or 10 days. At 
the same time, just forget this incident of what you told Mr. Fletcher.” 
I said: “George, all I am interested in is to get my money.” “Well,” 
he says, “Alland here will take care of it.” Alland, as you know, was 
paymaster No. 1, and Chadwick was paymaster No.2. So, I look upon 
Chadwick to be reimbursed. I mean, I look upon Mr. Braithwaite 
to be reimbursed. 

Mr. Bonner. What kind of conversation took place at the swimming 
pool between you, Mr. Braithwaite, Mr. Ryan, and Mr. Dawson? 

Mr. Maracon. There was no conversation. Nobody was in the 
swimming pool at that time except Braithwaite. 

Mr. Bonner. He came out al joined you; did he not? 

Mr. Maracon. No. I did not go in. 

Mr. Bonner. Mr. Braithwaite was in the pool ? 

Mr. Maragon. Yes. 

Mr. Bonner. And Dawson joined you? 

Mr. Maracon. When Dawson made his appearance, before Braith- 
waite went to get dressed, meanwhile I chatted with Dawson until 
Braithwaite finally put his clothes on. Then the three of us joined 
together, and then a fourth person joined Dawson. 

Mr. Bonner. Who was the fourth person ? 

Mr. Maragon. That was Mr. William E. Ryan. 

Mr. Bonner. What conversation took place between the four of 
you at that time in reference to the purchase of any Bermuda material ? 

Mr. Maracon. I have to refresh my memory. 

Mr. Bonner. Or did any conversation take place with respect to any 
Bermuda material ? 

Mr. Maracon. Nothing until we got to the room, except they were 
even not willing to introduce me to Ryan. Ryan had come there 


unexpectedly. 
Mr. Bonner. For what purpose was Ryan present as far as you 


could ascertain ? 

Mr. Maracon. I learned several hours later that Ryan was assisting 
them on a certain bid they had submitted to take over the entire surplus 
of Bermuda. 

Mr. Bonner. Did you hear any conversation between Dawson, 
Brathwaite, and Ryan with respect to Ryan’s assistance? 

Mr. Maracon. That was the only time I saw Ryan in Bermuda until 
T left the next day. 

Mr. Bonner. Was there any conversation about Ryan leaving the 
OFLC and joining Dawson in Dawson’s ventures to secure surplus 
property at the time you were in Bermuda. 

Mr. Maracon. I did not follow you. 
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Mr. Bonner. I say was there any information or conversation be- 
tween Ryan, Dawson, and Braithwaite with respect to Ryan’s becom- 
ing associated with Dawson ? 

Mr. Maracon. Not except what I have testified previously before 
Braithwaite left Washington to go to Bermuda, when he said to me 
there were discussions in London or Paris—I don’t know where— 
with Mr. Fletcher of the possibility of taking over at Bermuda. 

Mr. Bonner. I did not ask you that. 

Mr. Maracon. I mean that is all I know about that. 

Mr. Bonner. I asked you whether there was any conversation or 
discussion with respect to Ryan, whom you met in Bermuda, becom- 
ing associated with Dawson. 

Mr. Maracon. No discussion, as far as Mr. Ryan, that night. 

Mr. Bonner. Did you have any information of your own knowledge 
that Ryan was going to assist Dawson in his Bermuda purchases, other 
than receiving Dawson’s bid ? 

Mr. Maracon. After I returned to Washington; yes, sir. In fact, 
I did not get much—I did not learn much—of the information that 
night, because Dawson was taken to the hospital there. 

Mr. Bonner. Why did Braithwaite phone you and invite you to 
Bermuda? You say you did not go of your own volition; that he 
phoned you and invited you. 

Mr. Maracon. When Braithwaite arrived here on the 24th of March, 
the first thing I told him, I said “Allen, 1 want my money.” 

Mr. Bonner. I understand. 

Mr. Maracon. He said “John, I cannot do anything until I discuss 
the matter with Dawson.” It is possible that Dawson, when he came 
back here, he must have told Braithwaite “Don’t you pay kim off until 
you talk tome.” Then he called me up and said “George is here and 
wants to talk to you.” I believe the whole thing was for me to go 
to Bermuda, and he agreed to reimburse me and at the same time 
tell me to keep my mouth shut. 

Mr. Bonner. So he invited you down there to tell you to keep 
your mouth shut ? 

Mr. Maracon. Well, more or less; yes, sir. 

Mr. Bonner. You did not participate in the swimming business ¢ 

Mr. Maracon. No; I did not participate in the swimming. 

Mr. Bonner. Did you arrange for Dawson’s return to Europe from 
Bermuda ¢ 

Mr. MarAcon. After Dawson came here from Bermuda, as I said, 
he went to Bermuda direct from London. He was at the Shoreham 
Hotel, and Braithwaite called me—I believe that was the day [ received 
part of my payment—and he said “George has to return to London on 
the pending suit.” He says, “Would you mind taking George down 
to the Pan American and helping him get his ticket of reservation?” 
Braithwaite handed Dawson a $500 check on the Liberty National 
Bank, dated April 16, payable to cash. I took Dawson to the Pan 
American ticket office on Connecticut Avenue. The reservation was 
made, and Dawson presented this check. The clerk in charge there 
asked him, “M: ay I see your sritish passport ‘* So he looked at his 
passport and told Mr. Dawson, “I am sorry. You have to have more 
identification.” By that time another gentleman came out in the front 
from the rear who knew me, and he said to this clerk who was prepar- 





i ————_ a: a 


424 DISPOSITION OF WAR SURPLUS PROPERTY 


ing the ticket for Dawson, he says, “John is willing to identify this 
gentleman.” He says “Have you any objection to endorsing this . 3 
check?” Knowing there was sufficient balance in the bank, I en- ; 
dorsed it. Dawson received the ticket for approximately the amount 
of $460. This ticket was, in addition to the transportation of $125, ( 
for a lower berth on the plane. 

Then this check, together with the other checks, was presented to 
the original 5 percent committee by Mr. George Chadwick, Mr. Daw- 
son’s agent, and, as you will see by the testimony, Mr. Chadwick testi- 
fied that this was payment to me for fees. I did not know anything 
about it, sir, until these checks were published in the book. Then I 
went and got the record from the Pan American Airlines, as well as the 
other records, and Mr. Chadwick then went before the grand jury and 
presented the checks, as I understand, and I was indicted for receiving 
fees which I testified I did not. Here is the check. 

Mr. Bonner. Now, do you know of your own personal knowledge 
of any gift that Dawson or Braithwaite presented Mr. Travis Fletcher? 

Of your personal knowledge, do you know of any gift, not hearsay, of 
your personal knowledge? 

Mr. Maracon. Mr. Chairman, the only knowledge I have, and I have 
no reason to doubt Mr. Braithwaite, because as I told you when you 
asked me the other day if I inquired as to Braithwaite I had reason 
to believe Mr. Braithwaite 

Mr. Bonner (interposing). I am not asking what you had reason 
to believe. I am asking if you positively knew of any gift that Mr. 








Dawson or Mr. Braithwaite presented Mr. Travis Fletcher with? Did ; 
Macy see it, or know something about the transaction personally your- : 
self ? ; 
Mr. Maracon. The only knowledge I had myself is what Mr. Braith- } 
waite told me and other persons. i 
Mr. Bonner. That is all, just what he told you? : 
Mr. Maracon. Yes, that is right. ; 


Mr. Bonner. When did John Steward conclude his association with 
Dawson and the Trans America Traders Association, Inc. ? 

Mr. Maragon. I believe Mr. Steward concluded his association, and : 
shortly after his return I informed Mr. Steward on the record of his ; 
associates—Mr. Steward, I believe, resigned sometime in April 1948. ' 

Mr. Bonner. Who was Mr. Steward ? 

Mr. Maracon. Mr. John L. Steward was one of the directors of 


cays 


3 
the Trans America Traders Corp. established here in Washington by ‘ 
George Dawson. i 

Mr. Bonner. Who took over the activities of Trans America Trad- ; 
ers when Mr. Steward left? ‘ 
Mr. Maracon. Mr. George L. Chadwick, Southern Building. ‘ 
Mr. Bonner. Was Mr. Suiian Chadwick an attorney for Trans : 
America Traders, Inc., or was he an officer or member of the cor- i 
poration ? } 
Mr. Maracon. The only way I knew Mr. Chadwick was he was the : 
treasurer of Trans America Traders, but more or less a partner with ; 


George Dawson. 

Mr. Bonner. Did you have any contact with Mr. Chadwick in con- 
nection with reimbursements for services furnished by you to Trans 
America Traders, Inc., or Mr. Dawson ? 
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Mr. Maracon. Not except trips. I went to New York during the 
stay of Dawson in New York and Mr. Braithwaite attempting to 
colleet my balance due me. 

Mr. Bonner. Now, all of the time you were following them just to 
collect your money ? 

Mr. Maracon. Thatisright. Well, Mr. Chairman, the records will 
indicate that even Mr. Steward they paid him money. From cor- 
respondence of Mr. Chadwick and Mr. Dawson it will indicate Chad- 
wick had an awful time collecting his money. So, I was no exception. 

Mr. Bonner. Did you know Mr. Joe Major of the War Assets Ad- 
ministration ¢ 

Mr. Maracon. Yes. 

Mr. Bonner. When did you first meet him? 

Mr. Maracon. I met him when he was working for the War Assets 
Administration under General Littlejohn. 

Mr. Bonner. Did you introduce him to Dawson, Braithwaite, and 
Chadwick ? 

Mr. Maracon. I did, sir. 

Mr. Bonner. What was the purpose of your introduction ? 

Mr. Maracon. When Braithwaite arrived here on the 24th he told 
me that he and William Davis were interested in purchasing heavy 
machinery. They asked me if I would go down to the War Assets 
with them to inquire. I did,and knowing Mr. Major we went directly 
to his office to inquire of any prospective sales of such materials. 

Mr. Bonner. Now, did Dawson discuss his land holdings in Ber- 
muda with Mr. Major? 

Mr. Maracon. I do not know whether it was on the first trip or the 
second trip to Mr. Major that Mr. Dawson had a map rolled up, and 
while he was in Major's office with Mr. Braithwaite he pulled out this 
map on Mr. Major’s desk. 

I did not stay there long because I went in the next room to visit 
with an old friend of mine, Mr. George McEwen, with whom I used 
to be employed in the old days in the NRA. When I came back I 
learned that George Dawson had a tract of land, he owned a large 
tract of land, several thousand acres in Nassau, and he wanted some 
American real-estate people to work with him to subdivide it. I 
believe that map was left in Mr. Major’s office, and I think it was 
several months later that I received a letter from the attorney of Mr. 
Dawson in London to locate the map and mail it back to them. 

Mr. Bonner. Why was Mr. Dawson showing Mr. Major this map? 

Mr. Maracon. Sir? 

Mr. Bonner. Why was Mr. Dawson showing Mr. Major this map 
and telling him about his holdings? 

Mr. Maracon. I was not there at the time; I was visiting Mr. 
McEwen. 

Mr. Bonner. So you did not hear anything about the discussion ? 

Mr. Maracon. No. 

Mr. Bonner. Now we will take a recess for just a minute. 

(Discussion off the record.) 

Mr. Bonner. Mr. Maragon, if you will, explain the circumstances 
of your discussions with Major in connection with the sale of gen- 
erators by War Assets Administration in New York in May 1948. 

Mr. Maracon. I will be glad to. 

Mr. Bonner. Tell me something about that; go ahead. 

82897—51—pt. 1-28 
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Mr. Maracon. I believe it was on the first or second visit that they 
inquired of any prospective sales of such equipment in the near future. 
Mr. Major, I believe, said, “I will try to find out.” I believe Mr. Major 
then telephoned Mr. Ketcham who was later identified as the assistant 
manager of the War Assets office in New York. Mr. Ketcham, I 
learned, advised Mr. Major that there were three generators to be sold 
in the next 3 or 4 or 5 days at a negotiated sale at the War Assets 
office at 40 Wall Street, New York. 

Mr. Bonner. Did Mr. Major accompany Mr. Dawson to New York, 
and was he active in Mr. Dawson’s behalf in New York with respect 
to these generators / 

Mr. Maracon. I believe it was on the second visit of Dawson and 
Braithwaite. I do not recall whether Bill Davis was with them, but 
after they had this conference, and they were ready to leave Mr. 
Major’s oflice, Mr. Major said to me, “John, these boys look good to 
me, and I want to help them.” He says, “I am coming to New York, 
and I will catch up with you in New York.” 

Mr. Bonner. So, then, you met him in New York, did you? 

Mr. Maracon. That is right. 

Mr. Bonner. Were you present at the sale of the generators by the 
War Assets Administration when Dawson’s bid was accepted ? 

Mr. Maracon. I was present on two occasions. That is, the day 
before the generator sale took place I believe Davis told me if I wanted 
to go down with them that Mr. Major is going to meet him in Mr. 
Campbell’s office, to introduce them to Mr. Campbell. 

Mr. Campbell was then the manager of the New York office of War 
Assets. I went with him to the seventeenth floor, 40 Wall Street. 
We were directed to Mr. Campbell’s office, and Mr. Major was there. 
He introduced me, Dawson, and Bill Davis to Mr. Campbell. I 
believe Mr. Major said at that time, “This is the boys I spoke to 
Ketcham about,” and Mr. Campbell sent for Mr. Ketcham and intro- 
duced all of us to Mr. Ketcham. Then Mr. Ketcham invited Mr. 
Dawson and Davis to his office. They told Mr. Ketcham they were 
interested in these generators. Mr. Ketcham then contacted Mr. 
Herbert Bertine. Mr. Bertine came to Mr. Ketcham’s office. We 
were all introduced to Mr. Bertine. Mr. Bertine was in charge of 
the heavy machinery in the New York office. He asked Mr. Bertine 
to make arrangements for Mr. Davis and Dawson to participate in 
the negotiated sale which was to take place on the seventeenth floor 
at 10 a. m. the following morning. 

The next morning I went down with Davis and Dawson. They 
were given seats at a long table. There were about 40 people there. 
Then bidding began. When the bidding finished Trans America was 
announced as the highest bidder. 

Mr. Bonner. They were sealed bids, were they not? 

Mr. Maracon. Entirely. The method of this bidding was a long 
type table the size of this table here [indicating], and they would bid 
sitting at the table. They were given some kind of a form—no, they 
had a blackboard facing them on a wall—they would then mark the 
items on the blackboard and then they handed the participants a 
form. They will write the amount, and a lady will collect these forms, 
take them over to a gentleman sitting on the corner at a desk. He will 
examine them and then announce the high bidder. 
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Mr. Bonner. Then, in New York did you have dinner with Dawson, 
Davis, Major, and his wife? 

Mr. Maracon. Yes, sir. 

Mr. Bonner. Briefly tell us where it was and what took place and 
everybody who was present. 

Mr. Maracon. This was the day the negotiated sale took place. 

Mr. Bonner. Was it before or after? 

Mr. Maracon. After. 

Mr. Bonner. After the sale? 

Mr. Maracon. Yes, sir. 

Mr. Bonner. All right, now proceed. 

Mr. Maracon. I remember now Mr. Davis said to me that George, 
meaning George Dawson, had invited these folks to join us at a 
dinner, he says to me—he says “Mr. and Mrs. Major”—he says, “Would 
you mind coming with me to the St. Moritz Hotel and pick Mr. and 
Mrs. Major up?” 

I accompanied Mr. Davis in a taxicab to the St. Moritz Hotel. 
We picked Mr. and Mrs. Major up and then we returned to Ritz Towers 
where Dawson was staying. We picked Dawson up at Dawson’s di- 
rection and the taxi driver took us to the Voisine Restaurant, I be- 
lieve, at 56 Park Avenue, New York City. 

Mr. Bonner. Was anyone else present / 

Mr. Maracon. Just the five of us. 

Mr. Bonner. Just the five of you? 

Mr. Maracon. Yes, sir. 

Mr. Bonner. Did you hear any conversation between Dawson and 
Major? 

Mr. Maracon. Well, they were all conversing, you know. 

Mr. Bonner. About surplus property / 

Mr. Maracon. I did not pay much attention to what they were 
talking about. 

Mr. Bonner. Mr. Ryan was not present at the dinner? 

Mr. Maracon. No. 

Mr. Bonner. Was Mr. Ryan in New York at that time? 

Mr. Maracon. I do not believe I have seen Ryan in New York until 
the latter part of May. 

Mr. Bonner. What further contacts, then, did you have with Daw- 
son, Chadwick, and Davis in or about June 1948 ¢ 

Mr. Maracon. I do not recall any right now. 

Mr. Bonner. Did you meet Mr. Dawson or Mr. Ryan in June 
of 1948? 

Mr. Maracon. Well, here is what happened—well, I was informed 
Dawson before he was taken ill that evening and was taken to the 
hospital, he reprimanded Braithwaite in connection with a 1947 
convertible Buick. In a few words, Braithwaite purchased this car 
and used Dawson’s funds entrusted to him, and Dawson wanted to 
get that car back in order to ship it to Europe. 

Dawson asked Braithwaite as to where the car was, and Braith- 
waite then telephoned Ryan to come up to the room. Mr. Ryan, IT 
believe, arrived 15 minutes later and told Dawson that he had used 
that car, I believe, during the month of April to take Sir Aland and 
Lady Braithwaite, who were visiting here, to North Carolina and 
Georgia and that Ryan had left the car here in Washington in care of 
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a private family. Dawson said, “Give John the address and a note 


to pick the car up when he returns to Washington.” 

Ryan gave me a note and the lady’s name and address and telephone 
number and instructions to her to turn this car over to me. 

When I returned to Washington the following day I took Mrs. 
Maragon with me, and she drove me to this address. I believe it is 
located somewhere out Northwest, within 3 or 4 blocks from the 
National Cathedral. I presented this message to this lady and she 
delivered the car to me. I placed the car in the Statler garage, and 
2 days before Dawson departed, sometime in June, to return to Eng- 
land he came to Washington with Mr. Davis and drove the car back to 
New York. 

Mr. Bonner. Now, was there—— 

Mr. Maracon (interposing). That was the last time I seen Daw- 
son. 

Mr. Bonner. Did Dawson pay you any money at that time? 

Mr. Maracon. Yes there was a balance of around $400. 

They did not know the way to New York. They telephoned me 
from New York that they were flying to Washington and to meet them 
at the airport. I did and drove them directly to the Statler garage. 
Dawson paid the bill to the garage. Then I spoke to Bill Davis while 
Dawson was paying the bill. I says, “Bill, what about the balance?” 
He says, “Don’t worry, George will take care of you before we leave 
you.” He says, “You lead us to the highway and we will settle with 
you.” 

Mr. Bonner. And he gave you $400, then, did he? 

Mr. Maracon. I led them out as far as Peace Monument, this side 
of Hyattsville. Dawson was worrying about the street to try at the 
stop sign 

Mr. Bonner (interposing). But on that occasion did he give you 
$400 ? 

Mr. Maracon. That is right. 

Mr. Bonner. Now, were you at a luncheon with Dawson and Mr. 
Ryan where a Cadillac and a speedboat was discussed and a money 
transaction with reference to the payment for them / 

Mr. Maracon. That was on a trip to New York shortly after the 
generators. I do not recall the date. I believe it was about 2 weeks 
before Dawson was getting ready to leave. The second time I met 
Ryan was at the Ritz Towers where Dawson and the rest of them were 
occupying rooms. 

Mr. Bonner. Tell us about this occasion as briefly as you can, 
please. 

Mr. Maracon. I was invited to a luncheon, I believe, at the Park 
Plaza Hotel, opposite the Plaza in New York, and it was Mr. Daw- 
son—it was, I believe, a Mr. Roberts from Nassau, Davis, and another 
person. 

During that luncheon there was a conversation about a speedboat to 
be shipped abroad by steamer, and also two or three or four Cadillacs. 
I could not help but listen, and then by and by I believe Mr. Roberts 
left and came back and told Dawson that he finally purchased an 
expensive fur coat. Then Ryan came in. I believe at that time 
somebody handed Dawson an envelope with money in it. I do not 
remember right now who it was, sir, but Ryan came in, and Dawson 
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questioned him if the cars are ready to be shipped in order to pay 
him. Ryan was accompanied, I remember now, by two dealers, 
automobile dealers. Dawson then pulled out and counted, I do not 
remember whether it was, eight, ten, or twelv ethousand dollars in 
hundred-dollar bills, and he handed them to Ryan, and he says, “Here, 
Bill, make sure that the cars be put on the same boat with the yacht.” 

Mr. Bonner. Now, after all that took place and you returned to 
Washington, did you have any further contact with General Hyssong 
when he returned to the United States? 

Mr. Maracon. Not until a year later. 

Mr. Bonner. A year after the New York incident ? 

Mr. Maracon. That is correct. 

Mr. Bonner. What took place at that time? 

Mr. Maracon. I learned in addition to the information that I gath- 
ered from Braithwaite and Bill Davis, I came to the conclusion that 
somebody had given me away to these people in furnishing our Gov- 
ernment information of their activities, and Dawson, the way Dawson 
secured his visa, you know, from the American Embassy in London. 
So I had reason to believe that someone on the Government payroll 
had given these people information because I certainly had not spoken 
to anybody else except duly authorized agents of the Government 
when I returned from Europe, and additional information came to 
me that Mr. Fletcher may stop his trip to Europe—that instead of 
investigating these people he impressed on his superiors here in Wash- 
ington that I had told him that the whole OFLC office was rotten in 
Paris 

Mr. Bonner (interposing). That is what you told General Hyssong 
at that time? 

Mr. Maracon. No; this is my information, and I believe that had 
Mr. Fletcher, in requesting permission to go to Europe, told his supe- 
riors that he merely wanted to investigate Dawson, I doubt very much 
whether they would have given permission to spend that money when 
the FBI possibly could have furnished the information without any- 
one going over there. 

Mr. Bonner. I was asking you when you returned from this New 
York trip, did you meet General Hyssong, and what did you discuss 
with him? 

Mr. Maracon. I am coming into that now. 

Mr. Bonner. All right; go ahead. 

Mr. Maracon. So, with all of these facts in my mind, I also learned 
that General Hyssong was mad with me. So, I placed a call, person 
to person, to Paris to General Hyssong, but I was told that General 
Hyssong had returned to the States. I then went directly to the 
headquarters of the OFLC at Fourteenth and Constitution Avenue 
and went to the office of General Connolly, who was the chief. As I 
walked into the door I saw General Hyssong occupying General Con- 
nolly’s desk. He recognized me and invited me to come it. 

I walked into the general’s office. I shook hands with him. He 
says, “Mr. Maragon, I am very glad to see you.” And I said, “I am 
more than glad to see you, General.” 

Mr. Bonner. Let me interrupt at that point. Did you tell the com 
mittee this before? 

Mr. Maracon. I did; yes, sir. 
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Mr. Bonner. That is what I thought. 

Mr. Maracon. And I can finish it up. 

Mr. Bonner. I think it is in the testimony previously, that is, this 
discussion that you are having now; is it not? 

Mr. Maragon. Yes, sir. 

Mr. Bonner. All right; we will not go any further with this, then. 

Have you reported your knowledge of Dawson’s operations and 
attendant matters to any other official agency of the Government ¢ 

Mr. Maracon. Sometime in 1948, shortly after Dawson left to go 
to Europe, I was informed by a very good friend of mine that Daw- 
son’s agents in this country, of which the only one I can name is Mr. 
Chadwick, had spread the information around that John Maragon 
received, or made, $50,000. I had reason to believe it because the 
information was given to me by a substantial businessman of this city. 

When I heard the information I went to the FBI and I gave Mr. 
Hoover a statement under date of July 16, 1948, and I told Mr. Hoover 
practically, briefly, all of my activities, and certainly I did not receive 
any $50,000 from this Englishman. 

Mr. Bonner. Have you finished your statement ? 

Mr. Maracon. Yes. 

Mr. Bonner. Now, did you make any profits at all from your asso- 
ciation with Mr. Dawson ? 

Mr. Maracon. Any profits? 

Mr. Bonner. Yes. 

Mr. Maracon. Well, Mr. Chairman, you have been trying to find 
out why I was hanging around with Dawson and Davis for 214 months. 
If it took me 214 months 10 get my expenses; certainly I made no 
profits. 

Mr. Bonner. Do you have any questions, Mr. Lantaff ? 

Mr. Lantarr. No; Mr. Chairman. 

Mr. Bonner. Do you have any questions, Mrs. Harden ? 

Mrs. Harpen. I have no questions, Mr. Chairman. 

Mr. Bonner. Mr. Brownson ? 

Mr. Brownson. I am interested in the testimony you gave us last 
week, Mr. Maragon, when you spoke of being in Paris at the time 
you were there with Mr. Dawson. At that time you told us about 
contacting certain purchasing missions from foreign countries. I 
believe you particularly spoke of the Polish Purchasing Mission. 
You alleged at that time that there were some business people con- 
nected with these purchasing missions at the time contact was made 
with the Polish Purchasing Mission. Where were you at that time? 
Tell us about that. 

Mr. Maracon. Mr. Dawson had a three-room suite on the second 
floor of the Plaza Athenee Hotel in Paris. I was occupying a room 
on the end. In the center of these three rooms there was a huge 
parlor where all of the business was conducted. I spent most of my 
time in that parlor. 

Mr. Brownson. Who brought this Polish Purchasing Mission in 
there? 

Mr. Maracon. These gentlemen were brought in by this person who 
had been to me introduced as Egar or Edgar Sutton. I testified the 
other day that he was an Englishman of Armenian birth, and he is a 
resident of France. 
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Mr. Brownson. Who else was in the room at the time this conver- 
sation took place? 

Mr. Maracon. Mr. Braithwaite, James Fiffer, Dawson, and I be- 
lieve there were one or two more persons. I do not remember now. 

Mr. Brownson. In what language was the transaction conducted? 

Mr. Maracon. Braithwaite and Sutton were carrying the conver- 
sation on to those Polish representatives in French. They also were 
discussing with Dawson in English, because Dawson does not speak 
French. 

Mr. Brownson. Did you hear any specific offer made by Mr. Daw- 
son or any one of his business agents on his behalf to the Polish 
Purchasing Mission ? 

Mr. Maracon. The only thing was one Sutton made when he 
returned to Dawson there, he says, they do not want any British 
pounds. They will accept Swiss francs, but if Swiss francs are not 
available, they will accept American dollars; Swiss francs are the 
preference. , 

Mr. Brownson. You testified, I believe, that Dawson had given 
these Polish representatives brochures with the items checked which 
he was interested in having them procure for him? 

Mr. Maracon. Yes, sir. 

Mr. Brownson. And he did talk to them in terms of financial re- 
muneration for their job in this connection ¢ 

Mr. Maracon. That is right. 

Mr. Brownson. Did you hear of any transactions at the same time 
with nationals of other countries ? 

Mr. Maracon. Mr. Brownson, or Congressman Brownson, at that 
time a well-trained pack of international wolves invaded Faris and 
Frankfurt, Germany, for only one purpose. In their pocket they 
were carrying a deck of cards and every card was marked. Now, that 
is my honest opinion of these people. 

Mr. Brownson. And you led us to conclude that your opinion of 
these people was that they were getting material from the United 
States Government in the name of their own governments ? 

Mr. Maracon. That is right, sir. 

Mr. Brownson. And that Dawson was marking brochures in ad- 
vance to let them know what material he was interested in. 

Mr. Maracon. That is right, and the critical materials at that time 
that they were after were trucks. In fact, it took me several days to 
find out about that because they were talking about lorries, and I 
could not understand what lorries were until 2 or 3 days later. Lorries 
were identified as heavy trucks, 

Mr. Brownson. How long were you in Paris with Mr. Dawson on 
this trip, from what date to what date? 

Mr. Maracon. Let me see, I arrived in Paris the 18th, and returned 
from Germany on the 2d 

Mr. Brownson (interposing). The 18th of what month? 

Mr. Maracon. January 1948, and then T was in Paris practically a 
week waiting for Dawson to return from Switzerland, and then I left 
Paris, I think, on the 5th of February. 

Mr. Brownson. You were there about 3 weeks, roughly ? 

Mr. Maracon. No; the 17th to the 5th. 
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Mr. Brownson. A little over 2 weeks. 

Mr. Maracon. From the 18th to the 5th. 

Mr. Brownson. And during that time did you actually see Mr. 
Dawson or his representatives in contact with any other purchasing 
mission than the Polish Mission which you have described; did you 
overhear conversations between them or did you see them? 

Mr. Maracon. The main subject they were discussing was the mem- 
bers of a certain mission. 

Mr. Brownson. What other missions were described? You have 
told us about your encounter with the Polish Mission in the parlor of 
the suite in the Plaza Athénée Hotel. What other missions were 
there? 

Mr. Maracon. This probably may cause repercussions to my older 
brothers who are still living in Greece, but I might as well tell the 
whole story. It was clear then that they were very much upset. Some 
new figures entered Dawson’s field, and they were more or less flabber- 
gasted when they learned that the Greek Purchasing Mission had 
purchased several hundred tons of scarce ball bearings. Evidently 

Jawson had used other missions to purchase them, and there was a big 
discussion about them. 

Mr. Brownson. These ball bearings were purchased from the Amer- 
ican Government ? 

Mr. Maracon. As I understood it; yes. 

I was in Greece on two or three previous occasions before this time, 
and it struck me as funny as to this large amount of ball bearings 
being purchased in the name of the Greek Government, because I 
know it will take them at least a hundred years to use all of that supply. 

So, the next day I located the address of the Greek Purchasing 
Mission in Paris. I went there and I asked to see the head of the 
mission. I was told that he was out of town and he would not be 
back for several weeks. I learned that he was here in the States. 

When I returned to the States, I went to the Greek Embassy to 
inquire about this gentleman. He was identified as Mr. Lavadas. 
I returned a day or two later and met him in the Greek Embassy. 
I said, “Mr. Lavadas, I understand that the Greek Government, 
through you, purchased a large quantity of ball bearings.” “Oh, yes; 
that is quite true,” he said. I said, “Are those ball bearings being 
shipped to Greece?” “Oh, no,” he said, “they are somewhere in Ger- 
many.” I said, “Are they going to be shipped to Greece?” “No,” he 
said, “I do not believe so.” I said, “Are they for sale?” He said, 
“Oh, yes.” T said, “Well, how can you purchase anything in the name 
of your Government and then turn around and sell them ?” “Well,” 
he said, “that is quite all right.” 
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He said, “We have an understanding with the State Department 
to purchase whatever we want, and then if another friendly country 
wants our materials we can exchange them.” I said, “You told me 
they were for sale to anybody,” and he said, “That is right.” 

Mr. Brownson. Did he tell you whom he had that friendly under- 
standing with in the State Department ? 

Mr. Maracon. No, no. It was the orders of the OFLC to cooperate 
with the purchasing missions of those governments in getting priority. 

Mr. Brownson. Well, did Dawson have any part of that ball-bear- 
ing deal ? 

Mr. Maracon. I do not know, sir. I do not know what came to 
them. I left them, and that is all I know about it. 

Mr. Brownson. You do not know about any other Government 
except the Greek Government ? 

Mr. Maracon. Mr. Brownson, these four or five Army supply busi- 
nesses used the biggest hotels in Paris. To me it looked like a con- 
tinuous performance, 24 hours a day, so I certainly had to get some 
sleep. I could not possibly see everything going on. 

Mr. Brownson. You were talking a little while ago about William 
Ryan. Did you know William Ryan personally ? 

Mr. Maracon. I met him twice. 

Mr. Brownson. Was he on the payroll of Dawson, Chadwick, and 
that group? 

Mr. Maracon. Well, sir, I have a check issued to Mr. Ryan as of 
May 1, 1948, on the Liberty National Bank in the amount of $1,000, 
signed W. E. Ryan, room 842, Statler Hotel. 

Mr. Brownson. Who wrote that check ? 

Mr. Maracon. Braithwaite, Mr. Dawson’s paymaster. 

Mr. Brownson. Mr. Braithwaite wrote the check ? 

Mr. Maracon. Yes. 

Mr. Bonner. Do you want that inserted in the record at this point ¢ 

Mr. Brownson. I think it should be; yes, as it establishes a con- 
nection there. 

Mr. Maracon. You have a copy of it here. 

Mr. Bonner. Has it been placed in the record ? 

Mr. Maracon. No. 

Mr. Bonner. It will be placed in the record at this point. 
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(The check referred to was thereupon marked “Exhibit 38, April 
23, 1951,” and is as follows:) 


Exuisit 38 


MA OOM 





Mr. Brownson. Were there any other payments made 

Mr. Maracon (interposing). I would like to have the other check 
back, 

Mr. Bonner. We have to leave one here for the record. 

Mr. Brownson. You told us about a dinner which was held at a 
restaurant in New York, and at that dinner Mr. Dawson was there, 
and there was a Mr. Major there. 

Mr. Maracon. Mr. Brownson, may I interrupt you? 

Mr. Brownson. Yes. 

Mr. Maracon. You asked me if I knew of any other payments 
to Mr. Ryan. 

Mr. Brownson. If you have some more, we will get them all in there 
at one point. 

What other payments do you know of, Mr. Maragon, that were made 
to Mr. Ryan by Mr. Dawson, Chadwick, or other representatives ? 

Mr. Maracon. Under date of December 19, 1949, on the letter- 
head “Frost & Towers, Attorneys and Counselors at Law, Southern 
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Building” ; on the lower right-hand corner, G. A. Chadwick, Jr. This 
is an original communication to Dr. Paul Hagenbach, Zurich, Switz- 
erland. 

Mr. Brownson. This is the second time, I think, that Mr. or Dr. 
Paul Hagenbach’s name has come into the testimony. Can you 
identify him further? 

Mr. Maracon. As far as I know, Hagenbach is what we call—if it 
is true what we say about Costello, he is the Costello of Europe. 

Mr. Brownson. Would you care to amplify that a little further, 
as related to Dawson, in establishing Hagenbach’s relationship to 
Dawson ¢ 

Mr. Maracon. He is a partner of Dawson. 

Mr. Brownson. A partner of Dawson ? 

Mr. Maracon. That is right. 

Mr. Chadwick submits to Dr. Hagenbach a statement of payments 
to William E. Ryan: November 12, 1948, check No. 1021 to Wiliam 
E. Ryan, $3,000; December 3, 1948, check No, 1026, to William E. 
Ryan, $3,500. 

Mr. Brownson. How many checks are there altogether there, Mr. 
Maragon, listed on that list? I suggest we put that whole letter 
with that one sheet in the record at this point. 

Mr. Maragon. January 19, 1949, check No. 1033 to William FE. 
Ryan—expense voucher dated February 1, 1949—$2,635. 

On another financial statement—and this is addressed to Dawson— 
William E. Ryan, 6-month period ending October 31, 1948, $3,600. 

Mr. Brownson. I would like to have that letter go in the record. 

Mr. Maracon. This check is not carried in this statement. 

Mr. Brownson. That is an additional check to the ones covered 
in the statement ? 

Mr. Maracon. Yes. 

Mr. Brownson. I would like to have that go in the record at this 
point, too. 

Mr. Maracon. You have that there. 

‘Mir. Brownson. That is a duplicate of this one? 

Mr. Maracon. No; that payment is not covered in this statement 
here. 

(The matter referred to was thereupon marked “Exhibits 39 and 
40,” and follow :) 

Exutsit 39 


Frost & TOWERS, 
ATTORNEYS AND COUNSELORS AT Law, 
SOUTHERN BUILDING, WASHINGTON, D. C., 
December 19, 1949. 
Dr. Paut HAGENBACH, 
Bahnhofstrasse 32, Zurich, Switzerland. 

Dear Dr. HAGENBACH: I received your letter of September 13. It called fora 
good deal of information which I assembled. I wrote you a letter on October 6, 
1949. 1 regret to advise that I have been in poor health and have been away 
from the office the greater part of this fall. The doctors have diagnosed my 
trouble as stomach ulcers and have insisted that I be away from the office for a 
rest and that I take things easy. Due to my health and my enforced absence 
from the office, I have not been able to get all the enclosures to this letter in 
proper shape before now, and I apologize for fhe delay which has, however, 
been wholly beyond my control. 

I enclose my letter of October 6, list of deposits to the Gefo Trust account and 
t list of checks drawn on the Gefo Trust account for the period November 9, 
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1948, to March 15, 1949. I enclose a summary of the vouchers of Mr. Ryan which 
I believe Mr. Dawson questions. I also enclose a statement of my fee for the 
same period. All these enclosures are also going forward to Mr. Dawson. In 
order fully to acquaint you with the background, I also enclose to you only 
copies of my reports to Mr. Dawson dated November 9, 1948, and March 15, 
1949. I trust that the foregoing is completely satisfactory. If it is not, please 
advise me what additional data you want. 

I still have not heard from Mr. Dawson concerning taking his testimony in the 
Maragon case. I am most anxious to press the Maragon case and obtain judg- 
ment against him, but I cannot do so without Mr. Dawson’s sworn testimony. I 
need the name of a United States consul or diplomatic official before whom 
Mr. Dawson could testify so as to make out a case against Maragon. 

Very truly yours, 
G. A. CHADWICK, Jr. 


Expenditures re Gefo Trust 





































nm Date To the order of— Amount 
ee es, ee re a ek ed gt ice aunbnnubenbé ta $2. 85 
1021 | Nov. 12,1948 | Cash (remittance to Wm. E. Ryan for motorcycle seat covers)_____- 3, 000. 00 
1022 | Nov. 19,1948 | Federal Telegraph & Radio Corp. __.............-...---_.-._.--.. 31.16 
1023 | Nov. 22, 1066:| Ameéripan Aiplines. .................................- od 992. 06 
eR OR ee ge) eee aa e . 90 
1025 | Nov. 30,1948 | Frost & Towers .| 4,000. 00 
1026 | Dec. 3,1948 | Wm. E. Ryan___-_. .| 3,500.00 
1027 | Dee. 10,1948 | Marjorie D. Lovell. 6, 500. 00 
1028 | Dec. 22,1948 | Xmas bonus ______- 25. 00 
1029 | Dec. 23,1948 | Peter L. Madaloni_- -| 1,000.00 
1030 | Dec. 27,1948 | Cash (Wm. E. Ryan) 500. 00 
1031 | Dec. 27,1948 | Tom R. Burns_____- 6, 975. 00 
1032 | Dec. 27,1948 | Henry A. Dudley_......._......_-- 600. 00 
1033 | Jan. 19,1949 | Wm. E. Ryan (expense voucher dated Feb. 1, 1949) 2, 635. 00 
1034 | Jan. 26,1949 | Cash (wired to Trans-America) _.| 2,400.00 
een Bo ie Le EE PS 250. 00 
1036 | Feb. 23,1949 | Wm. A. Ryan (expense voucher month of sheensnidd SPER Pa Se 1, 000. 00 
— wk oe 8 ER OE 0 Sik tks all he aE, spe SAS 4 750. 00 
BO sgh TR, gk EE SR a ary eae a eee eee St 1, 102. 00 
_ th 7 SS fe lk | EE eae eee 1, 000. 00 
me Fe OR Eee PE ECT al 200. 00 
eee eee eee a rae 387. 00 
Deposits re Gefo Trust 
Date From— Amount 
Nov: 23, 1048'| Standard Off of California: ..........-..........-.2222.--2.2- RE RATE ne) be $14, 476. 00 
Se a ee ern etuabmnsbacwabekedoneammddacaie 8, 400. 00 
es ne nh ee Lic nop taecswecticnscaheccededicassusccecees 496. 03 
pe a eS ee eee eee eae vvtidde dsb vhdvndhieie 246. 03 
Pe ae Se is We IRS 6 cwktscb a dblidnccbdbbndesecadweounnd eee > a 5, 000. 00 











Exursir 40 
NOVEMBER 9, 1948. 
GEORGE JOHN DAWSON, Esq.. 
Plaza Athenee Hotel, 
Avenue Montaigne, Paris, France. 

DeAR GeorGE: Bill Ryan teils me you have asked for a brief statement of the 
Gefo Trust account in this country. Accordingly, we submit the following which 
we have both checked as to accuracy : 


Receipts, from: 


Pe oli. Bi Si) ..dal a es, i $32, 600. 00 
Proceeds of Trans America Traders®.._. 2... es 11, 945. OT 
NS. 255. i i oo Se... bil a SSG 31, 261. 03 
rn SI A a le a ad i ea 1, 644. 00 

es, DORN aro a eccegew nese I Zee 77, 450. 10 


= 








Dis 
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Disbursements, for: 
Merchandise sent abroad at your request including automobiles, 


ees eer, es, Cees 7 E0OE eben 5 eo nn es $32, 042. 44 
Sind Reond ane ire; Batheurew us. --- 11, 000. 00 
Oil-refinery equipment purchased_____........_.--..---------- 11, 849. 00 
Salary, William E. Ryan, per your direction____-_________-~~- —. £200 


Miscellaneous expenses as follows: 
William E. Ryan for 6-month period ending Octo- 
ber 31, 1048: 
Telephone, telegraph, cable___._-__-_____---~-~ $3, 600. 00 
Transportation, including two trips to Ber- 
muda, numerous trips New York to Wash- 
ington, to Scotia, and local______----~--- 1, 500. 00 
Hotel and entertainment... --~--- __. 3,000. 00 
Secretarial services, setting up office, expert 
report on rectifiers, stationery, postage, 


and other operating expenses__.___...___-. 1, 800.00 
Hotel bill at Ritz Towers for Dawson visit_~ 370. 00 
Aland A. Braithwaite for overweight luggage 150. 00 
G. A. Chadwick for 5-month period ending Octo- 
ber 31, 1948: 
Fees paid Messrs. Dudley, Boesche, Burrows_ 200. 00 
Telephone, telegraph, cable_______-_-----~~ 199. 89 
Transportation, including five trips to New 
York, hotel, and entertainment_____--__~~- 390. 00 
Miscellaneous office expenses__....----~~- F 6. 05 
Total miscellaneous expenses______~- EE ae ue 11, 215. 94 
Total disbursements ______~~_ wee Pl ee NAT Le 68, GOT. 38 
eee 8 eT RS 8, 842. 72 
Le Le ee es 


In addition to the foregoing balance on hand of $8,842.72, we can reasonably 
expect to receive from: 


Oil-refinery equipment, immediate future__._.____.__._._______--__~ a SL 
Hall Scott motors, immediate future___.__________-_-_--~- Ss esinioe 8, 400 
Hall Scott Motors, 36-60 days..._.._...._-- or OT ce aie 1 ae eee 


We still have on hand oil-refinery equipment costing approximately $5,000 and 
rectifiers, all of which should ultimately be sold at a protit. 

May we point out that gross profit on merchandise sold, or held for sale, 
including generators, refinery equipment, motors, and rectifiers should total at 
least $55,000. 

On the other hand, you must not receive the impression that our cash position 
at this time is goed. Indeed it is doubtful that we have enough cash on hand 
for present and foreseeable future requirements and we definitely do not have 
enough for further purchases to earn additional profits. We foresee disburse- 
ments of at least $2,000 for transporting witnesses abroad. Bill Ryan is owed 
$3,500 balance to date on salary. Finally I have not yet billed you for services 
rendered since the transfer of Trans-America Traders. 

We have not had a definite understanding concerning my charges and I want 
to be very certain that they are modest and will be approved by you. I feel 
that a fair fee for my numerous activities extending over a 5-month period 
would be $4,000 and would like to have your approval to draw a check in that 
amount to our firm. 

In this connection, negotiations with Suderov, conferences with war-assets 
officials concerning delivery of generators, and other sundry efforts to clean up 
commitments of Aland Braithwaite have consumed a great deal of time. 

For example, it has been necessary to go to New York on five occasions. Mar- 
agon has also consumed some time and effort. I have also conferred with Colonel 
Davidson, General Hyssong, Mr. Fletcher and others concerning testimony at 
your trial. These and other matters have required almost daily attention. 

Permit me to make a few observations on the accounts set out above. First, 
in spite of the fact that some items of expense have been abnormally heavy, you 
will find that the total cost of your operations here is a pleasant contrast from 
the $1,000 a day which it cost you before Mr. Ryan and I took over. 
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Second, to some extent at least, my expenses as well as Bill Ryan’s continue 
whether we are making a small deal for surplus property or whether we are 
buying larger lots. For example, our time and expenses in purchasing $11,000 
worth of refinery equipment would not have been much more had we purchased 
a hundred thousand dollars worth, and the profit should be proportionately as 
high or higher. Considering the substantial amounts you will probably ask us 
to expend for shipments abroad, it is doubtful if we can ever show a net profit 
in dollars in this country unless we have a larger capital to work With. 

In the next few months there will be substantial offerings of war surplus 
on which attractive profits can unquestionably be made. Bill Ryan has, by 
now, become thoroughly familiar with the surplus market. He has also made 
extensive contacts and has opened numerous channels for disposal of surplus. 
We enjoy good credit and are regarded as reliable dealers in the trade. In 
brief, we both feel that you are definitely in business here and that we have 
laid the foundation for highly profitable future business. 

I therefore venture to suggest to you the advisability of making available for 
operations in this country a substantial sum in order that we can continue 
to fulfill your requests for shipments abroad and in order that we can invest 
in larger offerings of surplus property which will show a larger net return to 
you. You of course are familiar with your commitments abroad and can esti- 
mate how much capital you can safely spare for operations in this country. 
It is my thought, however, that the availability of a half million dollars would 
make it possible for us to show handsome net returns to you on operations in 
this country without a corresponding increase in salary and expense items in 
earning that profit. 

I am perhaps being presumptious in making the foregoing suggestions, I 
trust however, that you will not consider them so. I assure you your account, 
whatever its amount, will be carefully handled in this country. I will await 
with interest your inquiries or advice on the several matters set forth above. 

Bill joins in sending his best regards. 

Very truly yours, 

Mr. Maracon. On October 6, 1949, Mr. Chadwick submits a state- 
ment to the Gefo Trust—that is one of the corporations of Dawson 
operated by Chadwick in this country—in which he says: 


Protracted negotiations with officials of the Office of Foreign Liquidation 
with Mr. Fletcher and Colonel Davidson concerning the production of testimony 
at the prospective Levene-Good trial; conferences with Mr. Henry Dudley 
concerning the same; protracted correspondence with Messrs. Philip Conway, 
Thomas & Co. concerning the same; study of statements of evidence and other 
documents forwarded from Messrs. Philip Conway, Thomas & Co.; preparation 
of statement of evidence for Colonel Davidson; procurement of the consent of 
OFLC and other Government agencies to the attendance of Colonel Davidson and 
Mr. Fletcher; correspondence with Government agencies concerning the same; 
arrangement of trip and procurement of tickets for Colonel Davidson and Mr. 


Fletcher. 
(The entire letter marked “Exhibit 41,” follows :) 


Exnisit 41 


Frost & Towers, 
ATTORNEYS AND COUNSELLORS AT Law, 
Washington 5, D. C., October 6, 1949. 


Gero Trust To G. A. CHADWICK, Jr. 

To professional services rendered for the period November 1, 1948, to March 15, 

1949, including the following: 

Protracted negotiations with officials of the Office of Foreign Liquidation 
with Mr. Fletcher and Colonel Davidson concerning the production of 
testimony at the prospective Levene-Good trial; conferences with Mr. 
Henry Dudley concerning the same; protracted correspondence with 
Messrs. Philip Conway, Thomas & Co. concerning the same; study of 
statements of evidence and other documents forwarded from Messrs. 
Philip Conway, Thomas & Co. ; preparation of statement of evidence for 
Colonel Davidson; procurement of the consent of OFLC and other Gov- 
ernment agencies to the attendance of Colonel Davidson and Mr. 
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Fletcher; correspondence with Government agencies concerning the 
same; arrangement of trip and procurement of tickets for Colonel 
Davidson and Mr. Fletcher; conversations with Dr. Freymann concern- 
ing attendance at the trial; arrangement for the attendance of Dr. 
Freymann at the trial—the foregoing consuming the greater part of 
normal working time during November and early December 1948 
‘orrespondence with Mrs. Dawson, the Greenwich Savings Bank, Leon 
London and Messrs. Philip Conway, Thomas & Co. concerning M. Feit 
check; protracted negotiations with Mr. John Maragon concerning re 
turn of francs entrusted to him; preparation and filing of suit papers 
against Mr. Maragon, the foregoing having taken place prior to an 
agreement for compensation concerning this case 
‘orrespondence with affiliated counsel in New York City concerning the 

claim against Dr. Freymann; correspondence with Messrs. Peter Ma- 

daloni & Co. concerning return of balance on deposiit covering export 
shipments ; Correspondence with Hall Seott Motors concerning motors 

from Bermuda, the condition of said motors, inspection of some, com- 
promise of claim for additional purchase price of said motors; corre 
spondencce and conferences concerning sale of Roberts material to Mr. 

Selley, Bermuda; preparation of contract for the transfer of said ma- 

terial; trip to Bermuda January 19 to 22, 1949, in an endeavor to obtain 
downpayment on Roberts material; correspondence with Standard Oil 

Co. and with War Assets Administration concerning oil refinery equip- 

ment and the nondelivery of part of said equipment—and other miscel- 
laneous correspondence, conferences and services extending over a pe- 

riod of 4144 months bares Sts : igh : _ $3, 500 


In addition to the foregoing fee, amounts owing by G. A. Chadwick, Jr., to 
George Dawson totaling $538 are herehy canceled, said amounts representing 
$160 advanced in pounds by M. Selley in Bermuda and $378 for steamship passage. 

(Note.—The foregoing fee is also considered in full satisfaction of disburse 
ments to March 31, 1949, said disbursements by G. A. Chadwick, Jr., in behalf of 
Gefo Trust totaling $328.95.) 


Mr. Brownson. That is connected, then, in other words with the 
desire that Dawson had that you expressed earlier that American 
officials attend this trial to testify because of their effect on the English 
courts, and this establishes the fact that attorneys did contact Fletcher 
in that connection as well as Colonel Davidson ¢ 

Mr. Maracon. That is correct. 

Mr. Brownson. Was Ryan actually on the payroll of Dawson and 
Chadwick? Most of the items you read were for expenses. 

Mr. Maracon. I believe in one of the expenses to Mr. Chadwick it 
relates to contacts that Mr. Ryan had made in addition to the OFLC 
with other agencies in which Mr. Chadwick asked Dawson to transmit 
to him, oh, about half a million dollars for continuing these projects. 

Mr. Brownson. And it was your understanding that Ryan was 
definitely in the employ—I am talking particularly about your own 
understanding and your contacts with Ryan—it is your understand- 
ing that he was in the employ of Mr. Dawson and Mr. Chadwick ? 

Mr. Maracon. The only understanding I have is, Mr. Brownson, in 
the original letters under Chadwick’s signature to Mr. Dawson and 
Hagenbach, at least he, Chadwick and Ryan worked together in asking 
for half a million dollars. 

Mr. Brownson. When was Ryan discharged from the OFLC; do 
you happen to know? 

Mr. eyeetey I noticed an article by Mr. Drew Pearson in which 
he said he left the service in June 1948. 

Mr. Brownson. That was after the first check had been mailed ? 

Mr. Maracon. Well, the first check was made May 1. There may 
be other checks, I do not know. 
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Mr. Brownson. And if that information is correct, which we can 
check factually, then Ryan was still on the payroll at the time he 
received his first check from Dawson, that is, on the Federal payroll ? 

Mr. Maracon. That is a matter for you gentlemen. 

Mr. Brownson. So now we were having dinner at this restaurant in 
New York—Voisine’s—or however you pronounce it—and at that din- 
ner Dawson was there and Major was there. 

Mr. Maracon. Mr. Major. 

Mr. Brownson. And you were there and Major’s wife or some- 
body else. 

Mr. Maracon. That is right. 

Mr. Brownson. At that dinner, which was right after the generator 
deal had been completed ; was it not ? 

Mr. Maragon. I would say 6 or 7 hours after the bids were awarded. 

Mr. Brownson. Did you see any evidence of any payment or gift 
or gratuity which Mr. Dawson gave to anybody on that occasion ? 

Mr. Maracon. Mr. Brownson, I would rather not testify because 
I have already given another committee this information. 

Mr. Brownson. I would still like to have it in the record here. At 
that dinner was there any evidence of any monetary or gift transac- 
tion between Dawson and any of the people present at that dinner at 
all which you noticed on that occasion ? 

Mr. Bonner. Does the witness state that his testimony is already 
in the Senate hearings with respect to this question ? 

Mr. Maragon. Mr. Chairman, I have given certain information in 
connection with the question of Mr. Brownson to a Senate Committee 
recently. 

Mr. Bonner. Does the committee understand, then, that the testi- 
mony you have given in the Senate committee is the answer to this 
question ¢ 

Mr. Maracon. That is right, sir. 

Mr. Brownson. I would be the last in the world to want to interfere 
with the progress of any Senate investigation, but 1 wonder if there 
is any reason that the giving of that same information here would 
projudice the Senate’s efforts to clear up any points? 

Mr. Bonner. Let the witness answer it. What is your answer to 
the question ¢ 

Mr. Maragon. Then it is all right for me to answer it, sir? 

Mr. Brownson. Yes. 

Mr. Bonner. Of course it is all right; that is what you are here for. 

Mr. Maracon. All right, sir. 

During the dinner Mr. Major said to me, he says, “Who is going 
to pay my hotel expenses to New York?” Isays,“Why?” He says, 
“Well, I come all the way here to help these boys. Now pay my 
expense.” I turned around to Mr. Davis and I said, “Will you excuse 
yourself?” So we went to the men’s room and I told Mr. Davis what 
Mr. Major said. He says, “John, he has only been here 2 days. I 
think $20 will take care of it.” I says, “I don’t know, Bill. I am only 
imparting what Mr. Major said.” He delved in his pocket and handed 
me four—five $20 bills. I returned and folded them up and gave it 
to Mr. Major. 

Mr. Brownson. You paid him $100, then ? 

Mr. Maracon. I didn’t pay him, sir. 
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Mr. Brownson. You served as an intermediary to transmit $100? 
Mr. Maracon. Well 
Mr. Brownson. To Mr. Major on that occasion. 

What services had Mr. Major rendered that day which made it 
necessary for Dawson to pay his expenses ? 

Mr. Maracon. Well, I don’t know of any, sir. I mean, other than 
introducing Dawson and Davis to Mr. Campbell. 

Mr. Brownson. Would you say that the bidding on which that 
property was obtained that day was conducted entirely correctly? 

Mr. Maracon. That was on the level, sir, because I was present. 1 
mean, as far as I am concerned. I couldn’t speak for the other four 
participants. 

Mr. Brownson. There has come to our attention some allegations 
which have been made concerning a present which Mr. Braithwaite 
is supposed to have purchased in England at Mr, Dawson's request, 
for transmittal. Will you briefly outline what that situation is? 

Mr. Maracon. I think I have already testified on that; didn’t I, 
Mr. Chairman ? 

Mr. Bonner. What is that ? 

Mr. Maragon. I have already testified. 

Mr. Bonner. I asked you the direct question, Did you know of 
your certain knowledge and personal knowledge of any gift that Mr. 
Braithwaite or Mr. Dawson gave any official of the OFLC ? 

Mr. Maracon. And you accepted my explanation. 

Mr. Bonner. That you had heard it. 

Mr. Maragon. Yes. 

Mr. Browson. Did you hear it from the man who is reputed to 
have made the gift ? 

Mr. Maracon. From his partner, associate, and—— 

Mr, Brownson. From one of the interested parties who procured 
the gift you heard it ? 

Mr. Maracon. That is right. 

Mr. Brownson. I think that is admissible in evidence, in that case, 
if it is heard from a party to the transaction. 

Just briefly what did you hear from the man who actually is reputed 
to have procured the gift? 

Mr. Maracon. Again, it was the same time, having breakfast on 
the 25th of March, which we went over several things with Braith- 
waite. It was at the time when he was telling me of the displeasure 
of Dawson against. me in furnishing our officials here certain infor- 
mation. Then he tried to reassure me that no damage was done and 
he says, “As far as Mr. Fletcher is concerned,” he says, “don’t bother 
seeing him any more, or talk to him, because,” he says, “Mr. Fletcher 
has an understanding with us. He is helping us with Ryan in Ber- 
muda. We took care of him in London and Paris.” I said, “What 
do you mean; you took care of him?” “Well,” he says, “we went to 
the best place for dinners and,” he says, “incidentally, John—” he 
laughed—he says, “his weakness in London, he always cherished to 
ossess our famous Wedgewood china.” I says, “What about that ¢” 
“Well,” he says, “George naturally.” he says, “was tickled to death.” 
So he says, “I bought him a set.” That’s all he said. 

Mr. Browson. You said you saw Fletcher in Bermuda; is that 
right ? 
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Mr. Maragon. No; saw Ryan. 

Mr. Brownson. Did Fletcher ever visit with Ryan in Bermuda, to 
your knowledge ¢ 

Mr. Maracon. I believe I saw Mr. Fletcher when he returned, and 
made my report to him and General Brown about Dawson, Van Allen, 
and the rest. I think it was a day or two later he said something 
about stopping, either going to Paris, via Bermuda, or going over to 
Bermuda. He mentioned something to that effect. 

Mr. Brownson. You spoke in your testimony last week about Daw- 
son securing several hundred British make motorcycles in the British 
zone of Germany. 

Mr. Maracon. The first knowledge I had of that, sir, was when we 
arrived at Frankfurt and found out there was nothing to be sold, as I 
told you; I went sightseeing. Then that night I took a train to return 
to Paris via Bremen. While there Braithwaite contacted one of the 
officials of the OFLC in an old marine building used as an experiment 
by the German Navy for submarines and Braithwaite discussed these 
motorcycles with this officer there—1 believe it was a lieutenant or a 
captain. 

Mr. Brownson. What was the last time you saw Fletcher, then / 

Mr. Maracon. The last time when he returned from the trip. I was 
anxious to learn of the progress of his trip. I don’t know whether 
it was a week or 2 weeks later. 1 contacted him and he was a changed 
man; that is, he wouldn’t tell me what he had done over there or any- 
thing. So 1 sensed, you know, that he didn’t want to tell me anything, 
and | dropped him and never saw him since. 

Mr. Brownson. Well, now, that does not quite check up with what 
you told us last week, because you told us you saw him about a year 
later in that interview with General Hyssong. 

Mr. Maracon. That is right, sir. It was the time I went to see 
General Hyssong and reassured him at no time have I ever said any- 
thing against his office. The only report I made to Mr. Fletcher was 
the record of the people who were doing business with the OFLC and 
the method that Dawson used in obtaining his visa in London. 

Mr. Brownson. Do you have any personal knowledge of Dawson’s 
procurement of any property, any war surplus property, elsewhere in 
the Caribbean? I am particularly thinking of Jamaica. Do you 
have any personal knowledge of the Jamaican situation ¢ 

Mr. Maracon. All I know is what Braithwaite was saying, because 
he made several trips to Nassau, Cuba, and Panama. 

Mr. Brownson. But you know that only from Braithwaite ? 

Mr. Maracon. That is right, that most of the stuff they purchased in 
Bermuda was resold to the Caribbean Islands. 

Mr. Brownson. During this whole time you were traveling with 
these people and trying to get your money back did you make any ofli- 
cial contacts for them yourself? Did you introduce them to any 
people who have not been brought to our attention ? 

Mr. Maracon. No. 

Mr. Brownson. Any arrangements at all that would be cause for 
them to remunerate you? 

Mr. Maracon. There was no reason because I was no longer inter- 
ested in it. 

Mr. Brownson. You were no longer interested in it. During all 
this time except for that one letter presently introduced in the Sen- 
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ate hearings did you have any assistance on any arrangements you 
ade for these people from Gen. Harry V aughan / 

Mr. Maracon. Any what, sir? 

Mr. Brownson. Did you have any assistance from Gen, Harry 
Vi aughan on any arrangements you made on behalf of Dawson and 
his associates, except for that one letter / 

Mr. Maracon. I surrendered the letter to General Hyssong, and 
that is the last time I 

Mr. Brownson. That is all I have right now, Mr. Chairman. 
Thank you. 

Mr. Bonner. Mr. Curtis? 

Mr. Curris. Yes; I have a few notes here. It may take mea little 
time to dig them out. 

Mr. Bonner. We want you to take plenty of time, Mr. Curtis. 

Mr. Curtis. Picking up on one of the documents that you introduced 
in evidence—or, rather, which has been introduced—— 

Mr. Bonner. Off the record. 

(Discussion off the record.) 

Mr. Curris. In this statement that has been introduced into the 
evidence on the stationery of Frost & Towers, and with a statement to 
Dr. Paul Hagenback, it says: 

Arrangement of trip and procurement of tickets for Colonel Davidson and 
Mr. Fletcher 
Who is Colonel Davidson ? 

Mr. Maracon. Colonel Davidson was the officer in charge of the 
OFLC office in London. 

Mr. Curtis. Isee. Mr. Fletcher, of course, was at that time head of 
what in the OFLC¢ What was his job? 

Mr. Maracon. He was the Clief of Compliance, which is Chief of 
Investigations. 

Mr. Curtrts. Do you know why they would procure tickets for Mr. 
Fletcher and Mr. Davidson, the Dawson outfit? I mean, of your 
own knowledge? Do you know anything more about it than what 
is there? 

Mr. Maracon. Well, when Mr. Braithwaite returned here in March. 
sir, I believe we went over the whole thing on the 25th, which he told 
me that they discussed this pending suit against Dawson with Mr. 
Fletcher. Mr. Fletcher offered to assist them. 

Mr. Curris. You do not know why that would appear there? You 
do not know anything about the trip other than that? You do not 
know whether he made the trip ? 

Mr. Maracon. No. 

Mr. Curtis. You do not know whether he made it? 

Mr. Maracon. No; I don’t. 

Mr. Curtis. In behalf of testifying on this suit. That is what that 
Was, is it not ¢ 

(No response. ) 

Mr. Curtis. Did Mr. Dawson get this Bermuda surplus he was try- 
ing to get, do you know? 

Mr. Maracon. Well, I was only there for a few hours. 

Mr. Curtis. Do you know of your own knowledge later whether 
that deal went through ¢ G 
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Mr. Marcon. I presume it did, because they resold it in New York, 
you know. 

Mr. Curtis. I see. 

Mr. Maracon. Mr. Chadwick made those negotiations. 

Mr. Curtis. Ryan was in charge at that time of the OFLC in 
Bermuda ? 

Mr. Maracon. As far as I know; yes, sir. 

Mr. Curtis. You were there, were you not ? 

Mr. Maragon. Yes, sir. 

Mr. Curtis. You saw him, did you not? 

Mr. MaraGon. I saw him; yes, sir. 

Mr. Curtis. He was acting in an official capacity, was he? 

Mr. Maracon. That is right, sir. 

Mr. Curtis. Now, I just want to clear up a few things that were 
not clear to me. 

First of all, when you first started to appear, Mr. Maragon, just to 
clear it up, Mr. Bonner read a press release that said you were want- 
ing toappear here. I would like to know whether you are appearing 
here voluntarily or under subpena or how. 

Mr. Maracon. Yes. Mr. Bonner called my attention to a United 
Press statement that I offered to come here, and I am still trying to 
find out who the gentleman is. However, when the associate counsel, 
Mr. Small, called me and asked me to appear I told Mr. Small that I 
would rather—if the committee wants me I think it is proper to sub- 
pena me; accordingly, a subpena was sent to me by the deputy United 
States marshal of northern Virginia. 

Mr. Curtis. Now, Mr. Maragon, you have testified in regard to a 
meeting that you had with Mr. Braithwaite in the Shoreham Hotel. 
Were there any Government officials who attended that meeting ? 

Mr. Maracon. I was at no meeting with any Government officials in 
the Shoreham Hotel. 

Mr. Curtis. Were you at a later date? Did you see or know of any 
Government officials visiting with either Braithwaite or Dawson / 

Mr. Maracon. Well, I had occasion to discuss different matters with 
Mr. Steward who was still then trying to collect his money. 

Mr. Curtis. What date was this? Let us pin that down. 

Mr. Maracon. I believe it was somewhere around the middle of 
April 1948. 

Mr. Curtis. Allright. Where did that occur? What hotel? 

Mr. Maracon. Mr. Steward told me that he attended a conference 
at the Shoreham Hotel with Dawson, Braithwaite, Fletcher. 

Mr. Curtis. Is that Mr. Travis Fletcher / 

Mr. Maracon. That is right; and two other persons he doesn’t 
remember. 

Mr. Curtis. You were not there, though ? 

Mr. Maracon. No, sir. 

Mr. Curtis. Did you ever see Mr. Fletcher go into the hotel rooms 
of Dawson or Braithwaite at any time ¢ 


, 


Mr. Maracon. On one occasion—I am trying to figure out when 
it was—the night of the 24th—— 

Mr. Curtis. That is April? 

Mr. Maracon. March. 

Mr. Curtis. March 24? 
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Mr. Maracon. On the second visit of Braithwaite from Bermuda— 
he was practically commuting here from Bermuda. 

Mr. Curtis. What would be the date of the second visit, then ? 

Mr. Maragon. I was up in the hotel. 

Mr. Curtis. No; what was the date of the second visit ? 

Mr. Maracon. It could have been 2 weeks later. 

Mr. Curtis. Approximately. I want you to give dates here, if you 
can give them, approximately at any rate. 

Mr. Maracon. Well, I can put it this way: It could have happened 
the night of the 24th or the next visit of Braithwaite from Bermuda 
which I am sure wasn’t more than 2 weeks later or so. 

Mr. Curtis. And he stayed at the same hotel; is that right; the 
Shoreham Hotel / 

Mr. Maracon. That is right. 

Mr. Curtis. So it would show on the hotel records, would it not ? 

Mr. Maracon. He was always in trouble about something, and he 
always called me at home to go up there about something. 

Mr. Curris. What transpired here on this March 24 or this other 
night 2 weeks later ? 

Mr. Maracon. Braithwaite called me. I don’t recall what the 
purpose was. And after we discussed whatever the subject was hur- 
riedly he said, “John, you have to excuse me because I have some 
friends of mine coming up here to dinner later.” I believe he men- 
tioned the name of a lady. 

As he was talking the telephone rang and he answered. Then he 
came to me and he said, “John, if you don’t mind, go on now because 
Mr. Fletcher is coming up.” 

Mr. Curtis. All right. What happened then ? 

Mr. Maracon. I left immediately and, sensing that Mr. Fletcher 
may be coming up on the elevator and didn’t want to be seen, I turned 
around where he couldn’t see me and I couldn’t see him and observed 
Mr. Fletcher getting off the elevator. Whether he went to Braith- 
waite’s suite or anywhere else I don’t know. 

Mr. Curtis. That is all you know about that? 

Mr. Maracon. That is all. I didn’t see him going into the room, 
but I assume from what Braithwaite told me a couple of moments 
before he was headed for his 

Mr. Curtis. You do not know what was going to go on there, do 
you? 

Mr. Maracon. No, sir. 

Mr. Curtis. Was there anyone else in the room with Mr. Braith- 
waite when you left? 

Mr. Maracon. No, he was alone. 

Mr. Curtis. Was there any other time you might have seen any 
Government official with Mr. Dawson or Mr. Braithwaite in the 
room ¢ 

Mr. Maraacon. No: I don’t recall of any. 

Mr. Curris. Now, in your original testimony you mentioned a 
Major Gable. I just wonder who that was. That was back in your 
meeting over in Paris. 

_ Mr. Maracon. Major Gable was an American officer in Europe dur 
ing the war. Braithwaite became acquainted with him. 

Mr. Curtis. What was he dong there? Was he in any official 
capacity, or just acting in private? ) 








446 DISPOSITION OF WAR SURPLUS PROPERTY 


Mr. Maracon. I don’t know, sir. I never met the man. The only 
thing I knew about was when this Trans American was incorporated, 
on the left corner letterhead appeared three names as directors: 
Braithwaite, Gable, and John L. Steward. 

Mr. Curtis. What is Gable’s first name; do you know that? 

Mr. Maracon. I think Mr. Cartwright has that. 

Mr. Curtis. We have that stationery, do we? You know nothing 
about him other than that? 

Mr. Maracon. No. 

Mr. Curtis. You did not meet him in Paris? That is L. M. Gable, 
is that right ? 

Mr. Maracon. That is right, sir. 

Mr. Curtis. You knew him as Major Gable? 

Mr. Maragon. Yes, sir. 

Mr. Curtis. But you never met him? 

Mr. Maracon. No, sir. 

Mr. Curtis. From time to time General Vaughan’s name has been 
mentioned in particular in giving that letter. Did you ever have 
any understanding with General Vaughan that he was to receive any- 
thing out of this venture? 

Mr. Maragon. Mr. Curtis, let’s be honest about it. I could have 
come up here on the Hill and gotten dozens of letters from Senators 
and everybody else, and I know I could have gotten it even in stronger 
terms than General Vaughan had given me. 

Mr. Curtis. In other words, he was just accommodating you? 

Mr. Maracon. That’s all; just an accommodation. 

Mr. Curtis. There was no understanding? I want it specifically 
on the record. 

Mr. Maracon. Ina few words, I wanted to get a letter from someone 
I knew, and not just a secretary signing a Congressman or Senator’s 
name. 

Mr. Curtis. I want to get the record straight, though, that there was 
at no time any understanding between you and General Vaughan that 
he was to receive any compensation for assisting you here. 

Mr. Maragon. No; the only thing, General Vaughan was tickled to 
death after 8 months of unemployment I finally found something to 
go to work on. 

Mr. Curtis. I see. Do you know when the Trans American—— 

Mr. Maracon. I believe the man has very unjustly been kicked 
around. 

Mr. Curtis. Do you know when this Trans American Traders was 
formed? Let us put it this way: Was it in existence when you first 
met Mr. Dawson ? 

Mr. Maracon. I believe it was formed the early part of January, 
1948. 

Mr. Curtis. The early part of January 1948? 

Mr. Maracon. That is right. 

Mr. Curris. What state was that formed in; do you recall? 

Mr. Maracon. I don’t know. Mr. Steward has all that information. 

Mr. Curtis. He has that information ? 

Mr. Maracon. That is right, sir. 

Mr. Curtis. He was the one who contacted you, I believe, you said? 

Mr. Maracon. That is right, sir. 
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Mr. Curtis. Now, was there anyone else in Paris in the OFLC other 
than John Van Allen that you met at that time? 

Mr. Maracon. Such as what? 

Mr- Curtis. Was there anyone else in the OFLC office in Paris 
other than—no, it was not John Van Allen. Who was it? 

Mr. Maracon. You mean Mr. Leon Turrou? 

Mr. Curtis. Was there anyone other than Leon Turrou that you met 
or heard his name mentioned in the dealings you heard or engaged 
in in the suite at Dawson’s hotel ? 

Mr. Maracon. No; except that there was quite a bit of talk in Paris 
about—I believe the gentleman was a captain, about 6 feet tall. He 
had a mustache, and he was sitting on the cocktail lounge of the George 
V Hotel in Paris. 

Mr. Curtis. He was with the OFLC? 

Mr. Maracon. That is right. With certain people. I believe he was 
a good friend of Van Allen’s, too. 

Mr. Curtis. He was a good friend, too. Was Leon Turrou the 
head of OFLC there at this time? 

Mr. Maracon. No; he was head of investigations. 

Mr. Curtis. Head of investigations? 

Mr. Maracon. In a few words, one of his duties was to investigate 
prospective buyers. 

Mr. Curtis. I see. So it would have been within the province of 
his duties, as you understand it, to have been investigating an outfit 
like Dawson’s; is that correct ? 

Mr. Maracon. Yes. You are right. 

Mr. Curtis. This is only if you know: After the return of Mr. 
Fletcher on this investigation trip he was to make to Europe was Mr. 
Turrou discharged, or does he remain there; or do you know ? 

Mr. Maracon. I never met Mr. Turrou. The last time I heard of 
him was when I was in Paris. 

Mr. Curtis. The last time you were there was he still in the employ 
of OFLC? 

Mr. Maracon. That is right, sir. 

Mr. Curtis. As nearly as you know he still might be? 

Mr. Maragon. I think Mr. Hoover could tell you more about Mr. 
Turrou. 

Mr. Curtis. I am just asking what you might know. You testified 
originally that Mr. Chapalier, who was an assistant to Mr. Fletcher 
in the OF LC— is that right? 

Mr. Maragon. That is right, sir./ He was identified to me as such. 

Mr. Curtis. That he gave you some information about Van Allen; 
is that correct ? 

Mr. Maracon. On the second visit he said something about Van 
Allen. He found out he had about 10 or 12 aliases and that he got 
some information from the State Department, but he didn’t have it 
all. 

Mr. Curtis. Did he say that the OFLC in Paris had that informa- 
tion ? 

Mr. Maragon. No, we didn’t discuss Paris at all. 

Mr. Curris, Now, you said something about Braithwaite’s ad- 
vantageous position because he was an American citizen. What was 
you understanding as to the desirability of having an American citizen 
connected wtih this Dawson venture ? 
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Mr. Maracon. Well, naturally Dawson could not purchase any- 
thing for a lot of reasons, so he had to use someone with an American 
passport. 

Mr. Curtis. It was your understanding that this American citizen 
was in a favorable position when it came to getting surplus property; 
is that correct ? 

Mr. Maracon. That is right. 

Mr. Curtis. But American citizenship was not necessary to pur- 
chase through this medium of those foreign-government missions? 

Mr. Maracon. I honestly feel, as far as I ‘know, Mr. Curtis, I do 
not believe many American citizens or businessmen—legitimate busi- 
nessmen—did purchase much, because when these people went over 
to Europe—in fact, I talked to some of them—they found a stone wall 
there, and legitimate businessmen of this country visited for the pur- 
pose of purchasing, and they left Europe very ‘discouraged, because 
the purchasing missions practically had the material cornered or 

earmarked. And I believe as a result of that the American Govern- 
wrest has lost many, many million of dollars, if they had had an oppor- 
tunity to purchase those materials in an open competitiv e bidding. 

Mr. Curtis. What you are saying is that, in your opinion, at any 
rate, from what you observed, the honest American businessman could 
not get anywhere in the European market in purchasing surplus 
property ? 

Mr. Maracon. He had to deal with some ring over there. 

Mr. Curtis. He had to work with Dawson, for example? 

Mr. Maracon. That is right. 

Mr. Curtis. In your testimony you said a Mr. Henry A. Dudley, 
who was formerly, as I understood it, connected with the State De- 
partment, had received approximately $2,000, and then you read off 
from the record here that is in evidence one check for $600 and one 
for 250. What services was he performing, if you know ? 

Mr. Maracon. Nothing except what Mr. Chadwick certifies pay- 
ment for. 

Mr. Curtis. In other words, you never heard Dudley’s name men- 
tioned by Dawson, for example? 

Mr. Maracon. No. When I received this document, that night 
I called a certain high official of the FBI and the reason I did 
that was because I read an article the month before that that Mr. 
Dawson—that there were two warrants against him in Paris for sell- 
ing to China Communists 40 tanks and several thousand trucks, and 
1 thought it was a matter for the FBI. And on my way to the FBI 
the next morning to submit these records, I stopped over in Mr. Sam- 
uel Boykin’s office, who is the chief of secur ity. I showed him these 
records and asked Mr. Boykin if he can identify Mr. Dudley. He 
said “Yes; he was a State Department official employee who,” he says, 
“now is associated with the Paul McNutt outfit.” 

Mr. Curtis. From Indiana? 

Mr. Maracon. I do not know where from. 

Mr. Curtis. But, as far as you know, in your negotiations with 
Dawson—let us put it this way—for the first time you just heard the 
name of Dudley in connection with Dawson’s enterprise ? 

Mr. Maracon. From this record. 

Mr. Curtis. From that record ? 
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Mr. Maracon. That is right. 

Mr. Curtis. You never had any dealings with him or heard about 
him ¢ 

Mr. Maracon. No, sir. 

Mr. Curtis. I just want to have a little clarification. What do you 
mean by this Paul McNutt enterprise / 

Mr. Maracon. I just told you, Mr. Curtis, before I went down te 
take these records to the FBI, I wanted to identify some of the people 
which Mr. Chadwick certifies payments to Mr. Dawson. 

Mr. Curtis. I understand: but is this Paul McNutt enterprise 
interested in surplus property ¢ 

Mr. Maracon. I don’t know. This is what Mr. Boykin told me. 

Mr. Curtis. You do not know anything about it yourself? 

Mr. Maracon. No. I simply asked for identification, and he told 
me what it was and what was being presented. 

Mr. Curtis. We are just interested in surplus property, and I just 
wanted to be sure that was not it. 

Mr. Maracon. I-don’t know nothing about that. 

Mr. Curtis. I think this is clear in the record, but I want to be sure. 
Referring to these letters that we had with Senator McKellar’s signa- 
ture, or at least on his stationery, that Van Allen was supposed to 
have had, did you vourself actually see those letters?  — 

Mr. Maracon. No, sir. 

Mr. Curtis. You did not? 

Mr. Maracon. No, sir. 

Mr. Curtis. And you do not know the name of the person you visited 
in Senator McKellar’s office, his secretary ¢ 

Mr. Maracon. As far.as I know, sir, when I came back from Europe 
and reported all of these things to Mr. Fletcher the next night, I think 
it was, about Senator McKellar’s office, Braithwaite told me that the 
person with whom Van Allen is friendly acquainted is a young woman, 
short, stout, and blonde—— 

Mr. Curtis. You have told all that. All I am asking is one single 
thing: Do you know her name now ? 

Mr. Maracon. When I met her, she was identified to me. I believe, 
as Miss Walsh in Senator McKellar’s office. 

Mr. Curtis. And she verified to you that those letters had gone out 
of the Senator’s office; is that correct ? 

Mr. Maracon. Not in her room, because there were other people 
there. 

Mr. Curtis. I mean at any time. Did she verify to you that those 
letters had been turned over ? 

Mr. Maragon. She said she did execute such letters. 

Mr. Curtis. Did she say whether the Senator had signed them or 
whether she had ? 

Mr. Maracon. No; except I asked her if the Senator knew Mr. 
Van Allen and Dawson, and she said, “No.” 

Mr. Curtis. Now, just for identification, you mentioned in your 
original testimony Brigadier General Brown, of OFLC. Who is he? 
Was he the head of that at that time? Just identify him. 

Mr. Maracon. The only thing I know about General Brown is 
when I returned on or about February 5, 1948—— 

Mr. Curris. Just confine it to the question. Who is Brigadier 
General Brown? Just so it will be in the record. 
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Mr. Maracon. Mr. Fletcher took me into another room after I 
give him this information, as he wanted General Brown to hear it. 

Mr. Curtis. So General Brown heard this information you gave 
concerning Dawson and his criminal record and these other people 
associated with him? 

Mr. Maracon. He was there, sir. 

Mr. Curtis. That is what I am getting at. He also heard what you 
had to say about the falsified visa of Dawson ¢ 

Mr. Maracon. That is right. I repeated the same thing. 

Mr. Curtis. That is what I want to be sure of. And he seemed 
to be, as far as you could estimate—was he Mr. Fletcher’s boss or 
just another person ¢ 

Mr. Maragon. I don’t know. The only man I knew down there w 
General Connolly. That is, I never met the gentleman saheate as 
sone of the OFLC. What General Brown was doing there, I don’t 

now. 

Mr. Curtis. Now, General Brown was not there at the time you 
talked to Admiral Hyssong some year after these transactions? 

Mr. Maragon. No. 

Mr. Curtts. You testified that Dawson brought a suit against you 
at about the time of the 5-percent hearings. Is that correct? 

Mr. Maracon. That is right, sir. 

Mr. Curtis. Have you since obtained any information as to the 
purpose of that suit ? 

Mr. Maracon. Well, the best information was 

Mr. Bonner. Let me ask you a question there. Is that matter 
pending in the courts? 

Mr. Maraaon. Yes, sir. 

Mr. Bonner. I leave it to you, Mr. Curtis, Dias: 

Mr. Curtis. We are interested in what he knows about it; that 
is all. 

(After discussion off the record :) 

Mr. Curtis. Was that told you in an oral or written communi- 
cation ? 

Mr. Maracon. Ina written communication signed by Mr. Chadwick. 

Mr. Curtis. Written to whom? 

Mr. Maracon. Mr. Dawson. 

Mr. Curtis. I will show you what has been marked as “Exhibit A 
WRG” and ask you if that is the letter you refer to. 

Mr. Maracon (after examining). That is, sir. 

Mr. Curtis. There is no sense in reading that into the record. I 
just want to have it identified at this time. 

Mr. Maracon. I would like to read—— 

Mr. Curtis. If you want to explain that, Mr. Maragon, go ahead. 

Mr. Maragon. Mr. Curtis, this communication was dated August 
31, 1949, addressed to “Dr. Dawson, Villa Edelweiss, Cannes, France,” 
signed by Mr. G. A. Chadwick, Jr. 

For the information of the subcommittee, I have never testified 
before any committee that I received such things as Mr. Chadwick 
Says so. 

Mr. Curtis. And you reiterate you never received anything from 
the Dawson enterprise other than the return for expenses or where you 
made an accommodation endorsement; is that correct ? 

Mr. Maracon. That is right, sir. 
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(The second and third pages of the letter referred to marked “Ex- 
hibit 42,” follow :) 


EXxuipsit 42 
[No first page] 


let me know on this. 

Our suit against Maragon is breaking most favorably and if you will assist 
me promptly I think there is a chance of obtaining judgment against him without 
trial. Will you please give me the name of the nearest American State Depart- 
ment or consular official before whom it would be convenient for you to appear 
and give testimony in the Maragon suit. I need the name of such an official in 
order to give notice to the other side of the taking of your deposition. If you 
can give me this name together with a prospective date and time at least 30 
days hence it may be possible for us to prove our case without the necessity of 
your coming to this country to testify. 

We have now worked Maragon into this position. He has denied before a 
Senate investigating committee that he received the $1,700,000 francs as a fee 
and I have testified that he did receive them and that I have brought suit for 
them. 

I am enclosing clippings which will give you some idea of the rumpus we have 
stirred up about Maragon. Don’t take literally the accounts of my testimony 
as they contain the usual newspaper inaccuracies. Maragon has now become 
afraid of a criminal prosecution and has refused to answer any questions. I 
propose to take his deposition in the near future and I think he will continue to 
refuse to answer questions. Therefore, if we can get your testimony to the franc 
transaction and if Maragon refuses to answer questions we can get a summary 
judgment against him. I am sure you will appreciate, therefore, the importance 
of acting on this at once, If there is any doubt about it please discuss it with 
your counsel abroad and give me the necessary assistance. 

I also enclose a special power of attorney in favor of Mr. Alfred J. Cawse, Jr., 
concerning the Freyman suit. Mr. Cawse has requested this because Dr. Freyman 
wants positive evidence of his representation of you before discussing settlement. 
Mr. Cawse is the attorney to whom I referred the Freyman matter in New York 
City. He is thoroughly reliable and it is perfectly safe to execute and return 
the special power of attorney. It must be sworn to before a Notary Public or some 
one in a similar capacity. 

I am sorry to have been so long sending funds to Dr. Hagenbach. The current 
developments in the Maragon affair have kept me very busy for some time. I 
believe I still owe him an acccount which I will get off in the very near future. 

With best regards, 

Sincrely yours, 
G. A. CHADWICK, Jr. 


Mr. Curtis. And these checks that appeared in the 5 percent hear- 
ing in the Senate which Mr. Chadwick testified were given you for a 
fee were not; is that correct ? 

Mr. Maracon. That is right, sir. Well, I will take the $1,000 check 
which I was charged with receiving a fee, and here is the record of 
the Shoreham Hotel showing where every penny of the $1,000 went to 
the benefit of Allen R. Braithwaite. 

Mr. Curtis. I would like to put this in. 
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(The matters above referred to were marked “Exhibits 43 and 44,” 
and follow :) 


Exuisit 43 
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Exuipsir 44 
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Mr. Bonner. Right there, let me ask where is the first page of this 
letter, Mr. Maragon ¢ 

Mr. Maracon. The first page I understood is in the crematory with 
other mutters, and my agent on the other side failed to obtain it. It 
has partia lly been destroyed. 

Mr. Bonner. Who submitted this letter ? 

Mr. Maracon. That is the original signed by Mr. Chadwick. 

Mr. Curris. The other check has already been introduced in evi 
dence, I believe. Now, this check for $1,088 went to TWA; is that 
correct / 

Mr. Maracon. That is right. 

Mr. Curtis. I want to introduce that in the record at this point. 
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(The paper above referred to marked “Exhibit 45,” follows :) 


Exuisit 45 





Mr. Curtis. Then you obtained a letter from TWA with three addi- 
tional vouchers to verify what ? 

Mr. Maracon. To certify I paid for the ticket. 

Mr. Curtis. I want that to go in. 
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(The vouchers referred to marked “Exhibit 46,” follow :) 
ExuHipsit 46 
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(The matters above referred to were marked “Exhibit 47,” and 


follow :) 
Exuipsit 47 
TRANS WORLD AIRLINE 
TRANSCONTINENTAL & WESTERN Arr, INC. 
Cable address “TWAIR” 
1026 17TH STREET NW., WASHINGTON 5, D. C. 
December, 23, 1949 
Mr. JoHN MARAGON, 

Dear Mr. MARAGON: Pursuant to your request of December 22d, I endeavored 
to ascertain the status of tickets allegedly purchased by you in January of 
1948. As the result of a phone conversation with our chief accountant in Kansas 
City, I have received the following teletype message which is quoted verbatim. 
“DCADM BROCK ? 

“RE MARAGON ETC TKTS 915-814174418-419 ISS TO PSGR MARAGON— 
DAWSON—BRAITH AG 40 JAN 14 FOR LGA PAR TRANSP VALUE $345.00 
EACH & USED ON FLT 972 JAN 171948 TKTS INDICATE PAYMT IN CASH 

“MKCACT KRATZ” 

The above message in plain language reads as follows: “Washington District 
Manager Brock: Regarding Maragon etc., tickets numbers 951—81417-418-419 
issued to passengers Maragon, Dawson, and Braithwaite by Agency # 40 (our 
City Ticket Office, 15th and H Streets) January 14 for New York to Paris 
transportation. Value $3845.00 each and used on Flight 972 January 17, 1948. 
Tickets indicate payment in cash. 

“KANSAS CITY ACCOUNTING, 
KRATZ.” 

Mr. Maragon negotiated reservations with our office and purchased tickets 
from our city ticket office as indicated above. 

Joun P. Brock, District Manager. 

Tickets purchased and paid from Miss J. Henry. 
Miss JACQUELINE HENRY. 

Mr. Curtis. Now, are there any other checks that were involved in 
that transaction that we have not yet introduced into evidence? 

Mr. Maragon. I believe there were two which were part of the pay- 
ment to me for my balance of expenses. 

Mr. Curtis. I would like to have those and put those in the record. 

Mr. Maracon. I do not have them. 

Mr. Bonner. Here they are [submitting]. 

Mr. Curtis. I want to get all those documents in the record. That 
is all I am trying to do. 

This check represents 3 tickets to Paris; also one-way ticket to N. Y. C. from 
Wash. 

Because Braithwite’s transferred funds were not cleared at that time, I paid 
for the tickets and reimbursed April 17th. 

Mr. Curtis. Now, Mr. Bonner, I believe those are all the checks, 
but in case there are others may they be inserted at a later time, so we 
are sure? 

Mr. Bonner. Yes. It is directed that they will be inserted if they 
are offered and they are checks in connection with the matter. 

Mr. Curtis. That is all I am referring to. I believe that is all, but 
Mr. Brownson has some questions. 

Mr. Brownson. We have talked about Mr. Dudley. Where is Mr. 
Dudley employed now; do you know ? 

Mr. Maragon. According to Mr. Chadwick’s communication, you 
will find Mr. Dudley, I believe, is occupying offices in the Southera 

Building, the same building as Mr. Chadwick. 
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Mr. Brownson. Is he an attorney or what? 

Mr. Maracon. I don’t know. 

Mr. Bonner. For the information of the subcommittee, a note has 
been passed to me here saying that Mr. Dudley is present and desires 
to make a brief statement. 

Mr. Brownson. That is fine. 

(After discussion off the record.) 

Mr. Bonner. Let the record show there is not a quorum of the sub- 
committee present at the present time and Mr. Dudley cannot be 
sworn. 

(The following material marked “Exhibit 48,” was submitted for the 
record :) 

Exuipsir 48 
Frost & TOWERS 
ATTORNEYS & COUNSELLORS AT LAW 


SOUTHERN BUILDING 


WASHINGTON 5, D. C., October 6, 1949 

Dr. PAUL HAGENBACH, 
Bahnhofstrasse 32, Zurich, Switzerland 

DeaR Dr. HAGENRACH ; I have your letter of 13th September. It raises a nu 
er of questions which I will try to clear up for you 
At the time that Mr. Dawson authorized me to open a bank account for 0 
Trust he gave instructions concerning checks to be drawn from this account. At 
that time he instructed me to disburse moneys at the request of himseif, Mr 
William FE. Ryan, or Mr. Aland A. Braithwaite. There were no instructions that 
he expressly authorized by Mr 


Gef 


any particular class of disbursements were to 
Dawson. Mr. Ryan believed that Mr. Dawson did not want disbursements to be 
made on Mr. Braithwaite’s say-so. I therefore wrote Mr. Dawson on June 25, 
1948, concerning this matter. I received a cable from him on June 28th advising 
me not to disburse funds on Braithwaite’s authorization. You will understand, 
therefore, that I had instructions concerning payments confirmed in writing and 
that I have stuck to these instructions. 

It was not up to me to question the amounts of Mr. Ryan’s expense accounts 
Of course, I would not have paid Mr. Ryan expenses if I knew the expenses were 
not incurred. However, it was not up to me to question his expenses on tli 
ground, for example, that he had spent $10 when he reasonably should have spen 
only $9. 

Your statement that in November 1948, Ryan had worked for only a four-montl 
period is not correct. To my knowledge Mr. Ryan was working for Gefo Trust 
on or about June 1, 1948, and from conversations at that time it was apparent 
that he had worked for them for some time before that He had, therefore 
worked a six-month period by October 31, 1948 

All this was included in my four-page letter to Mr. Dawson of November 9 
1948. In that letter I gave him a complete breakdown of disbursements to dat 
I received no instructions not to pay Mr. Ryan's expense accounts in the future 
Moreover, I am sure Mr. Dawson received the letter because he has referred 
to it on several occasions. He also approved the fee which I requested in that 
same letter. Therefore I am sure that he understood how I was making disburse 
ments and that he approved of the same. I therefore continued to make disburse 
ments on Mr. Ryan’s authorization and again accounted to Mr. Dawson for 1 
same by letter of March 15, 1949. 

It is true that Ryan told me to turn over Gefo funds to him in April 1! 
However, I had already received the same instructions direct from Mr. Daw 
son at the Plaza Athenee Hotel, Paris, France, on or about March 28, 1949 

Ona separate sheet I am describing the vouchers covering the sums I have paid 
Mr. Ryan since November 1, 1948. This supports my statement of March 15 
1949, 

I am sorry that Mr. Dawson is disappointed with Mr. Ryan's services. How 
ever, T had nothing to do with hiring Mr. Rvan and therefore cannot accept re 
sponsibility for what he has done. It is undoubtedly true that Mr. Ryan cost 
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Mr. Dawson a good deal of money. However, to my personal knowledge Mr. 
Ryan was directed to perform many services and he obtained and sent abroad a 
great deal of merchandise for Mr. Dawson. I therefore cannot agree that his 
services brought no results. 

I have obtained the following prices on tires and tubes: 


2,000 600 x 16, 4-ply (Jeep) tires and tubes, each________--________ $9. 25 
2,000 1000 = 30, Sply tires Gnlk, GRGR cn 2 cp cede 52. 50 
SHS0 TSO a DU, Sey CH OT hk he ns eee cen 23. 50 


I give you the price on the 1,000 x 20 because I am told that 950 x 20 is an obsolete 
size and is no longer manufactured. The 1,000 x 20 tire goes on the same rim. 
These prices are from a reputable wholesale tire dealer. They are of course sub- 
ject to change. I have not gotten a similar quotation from Hendricks & Guinan. 
If, however, I can get a similar or lower price from them with a $1,000.00 credit 
toward the price do you want the tires and, if so, how many of each size? Funds 
will be necessary to pay for the tires in advance of shipping date. For your in- 
formation, used Army surplus tires are available in the foregoing sizes. These 
have from 60 percent to 95 percent of the tread left. Their price depends on 
condition but will average about 50 percent of the prices quoted above. In other 
words, a Jeep tire and tube can be obtained for not quite $5.00. They are avail- 
able for inspection. 

I wrote Mr. Dawson a long letter on August 31, 1949, describing among 
other things the status of the Maragon and Freymann actions and requesting 
assistance from him in bringing those actions to a successful conclusion. I 
have received no reply nor have I received the information or papers that I 
requested. I have spent a great deal of time and effort on these cases for 
which I have received no compensation because I agreed to handle them on 
a contingent basis. However, I cannot recover anything for Mr. Dawson 
in these cases unless he will give me the necessary assistance that I need. 
If Mr. Dawson will please forward the information and the papers needed I 
will continue to work on these cases. I do not propose to do any further work 
on them, however, until I receive the necessary help from him. If I do not 
hear from Mr. Dawson it will be necessary that I withdraw from the cases or 
dismiss them because I cannot proceed further without help. 

I hope the foregoing explanation of my disbursements is satisfactory. If 
it is not, please advise me because I do not want to represent a client if my 
services are unsatisfactory. 

When I was in Paris in March 1949, I told Mr. Dawson that I was entitled 
to a fee for services from November 1st to that date. I estimated that fee at 
$4,000.00 and I still think this amount was justified. After conference with 
Mr. Dawson, however, and at the insistence of Mr. Ryan when he returned to 
this country I agreed to accept a fee of $3,500.00 plus disbursements. That fee 
was never covered by formal statement and I therefore enclose such a statement 
herewith. 

I trust that I will hear from either you or Mr. Dawson in the very near 
future. 

Very truly yours, 
G. A, CHApWIcK, Jr. 


Summary of vouchers submitted by William FE. Ryan 


To telephone calls and cables overseas for period November 1948 to 
January 1949, inclusive_____- pt Zak Be. etaeetomematate $1, 500. 00 
To travel expenses for the per iod November 1948 to January 
1949, inclusive, as follows: 
3 trips to Bermuda re sale of gas engines and Roberts 


property__ a Peete IRE: RTI GTP iy 

2 trips to Nassau re Dawson property - a ee DL aL 540. 00 

2 tas 66 Dost, ans... 56 Cee. es 60. 00 

12 round trips, New York to Washington, D. C_ eh, 300. 00 

10 percent additional to above to cover tips, taxi, ete.__ 135. 00 
————-_ 1, 435. 00 

To living expenses November 1948 to January 1949, inclusive, includ- 

ing room, local telephone calls, meals, tips, taxies, etc., 90 days at 
$20 per day-_...-- ie chap sonia teeeaaenclibads Stigiieiaapetalla dctetnestsaaentedaaien ae sO 





4, 735. 00 








BRET te! “eS ertewte NS eR te seg 


OMA At alll 


eS cen 





DISPOSITION OF WAR SURPLUS PROPERTY 459 


Advances against expenses were paid to Ryan in the amount of $3,000 Novem- 
ber 12, 1948, and $500 December 27, 1948. Of these amounts he certified to cash 
payments of $500 to Mr, Diaz and $900 to a Mr. Van Beck, leaving a balance in 
his possession of $2,100. He was therefore paid $2,635 representing the balance 
due him to cover the above-described vouchers. 

(Note.—These are Mr. Ryan’s exact figures. A $50 error in your favor was 
not discovered at the time of payment and has not been subsequently corrected. ) 


STATEMENT OF HENRY A. DUDLEY, MEMBER OF THE LAW FIRM 
OF McNUTT, MARBLE & DUDLEY, WASHINGTON, D. C. 


Mr. Duptey. I would also like to testify under oath later. I ama 
member of the law firm of McNutt, Marble & Dudley. Our offices 
are at the Barr Building, Seventeenth Street, Washington, D. C. 

I appreciate very much the opportunity to speak here, and I think 
I can to some extent clear up some of the facts incident to the legal 
proceeding that was instituted in England by a Mr. Levene and Mr. 
Good against a Mr. Dawson. 

Mr. Bonner. That is the same law case that is now shown in the 
record ¢ 

Mr. Duprey. Yes; the same case that has been referred to here this 
morning. No. 1, for the record, I would like to state that I was special 
assistant to the Foreign Liquidation Commissioner for China and the 
Philippines, first as a naval officer in about the early part of 1945— 
no; the latter part of 1945—and I resigned from the State Depart- 
ment, as the record will show, April 15, 1947. I entered the practice 
of law in Washington, D. C., on June 1, 1947. 

In about October of 1948, around October 1, Mr. Chadwick, a lawyer 
in Washington, came to my office and discussed with me a suit that 
was pending in England against a client of his, a Mr. Dawson, whom 
I did not know, whom I had never seen at that time. The tenor of 
the discussion between Mr. Chadwick and I had to do with whether 
cr not a Government agency could furnish a witness to appear in a 
case between private citizens abroad when the information sought from 
the governmental official would simply be the procedures that took 
place at a sale of surplus property. I informed Mr. Chadwick. after 
hearing the facts as he gave them to me, that I felt the Foreign Liqui- 
dation Commission would probably desire to give evidence in such a 
proceeding, since it would show that certain lists of equipment that 
were filed in the British court were simply lists that were made public 
to anvone who asked for them; and yet in the British pleadings Levene 
and Good were claiming that they were due certain commissions from 
a Mr. Dawson as a result of furnishing this particular list. 

I then went with Mr. Chadwick and discussed the proposed ques- 
tion as to whether or not the FLC could furnish witnesses in such a 
case with General Hyssong, whom IT had not known until that time, 
since I had been in the Pacific theater at the time he became connected 
with the Foreign Liquidation Commission. General Hyssong stated 
that he was not sure that the Foreign Liquidation should get involved 
by furnishing witnesses in such a case and told me further that he felt 
t should be discussed with the FLC head in Paris. 

It happened that I was going to Paris on other legal matters, and J 
agreed to take the matter up with the FLC officials in Paris; but, before 
any decision was made, I agreed to further inform General Hyssong, 
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and I believe it was his idea that he would finally decide whether o1 
not certain people could testify in this particular case. 

I discussed the matter with Mr. Chadwick further, and Mr. Chad 
wick wrote the law firm of Phillip, Conway, Thomas & Co. in England 
stating that I, Henry Dudley, would be in Paris shortly and would 
make contact with that firm. 

On arriving in Paris, I called a Mr. Whiteway, the partner handling 
the transaction, and Mr. Whiteway stated that he would meet me the 
next day in Paris. I then met Mr. Whiteway, and in company with 
Mr. Whiteway was a Mr. Dawson, whom I saw with Mr. Whiteway- 
never alone—and discussed most of the general situation with Mr. 
Whiteway, since it purely involved legal matters between lawyers. 

Mr. Dawson then left, and I have never seen him nor had any cor- 
respondence with him since that date. 

Mr. Whiteway and I went to FLC and Eric Taft was the Foreign 
Liquidation head, I believe, at that time in Paris. Mr. Taft called 
his legal counsel, and at that meeting we were furnished pleadings 
that the British lawyer had given to the attorney showing the grounds 
of the Levene-Good suit, and explained to Mr. Taft why we wanted 
some members of the FLC to testify. 

It was agreed that it was the proper position for the FLC to take 
since the pleadings disclosed that the method used for the sale of 
surplus property was not that used actually by FLC, and IT was to 
return to America after T had proceeded to Turkey on other business, 
and discuss the matter with General Hyssong. 

The names that were mentioned this morning, Colonel Davidson, 
and Mr. Fletcher, came up as being the proper witnesses, because 
Colonel Davidson was the English head of FLC at the time the alleged 
sale in this suit came up, and Mr. Fletcher was a proper man to 
testify, since Mr. Fletcher was sent to England to investigate this 
particular transaction that was involved in the lawsuit by reason of 
some complaints from a Mr. Maragon whom I have never known, and 
only seen at this hearing for the first time. 

On arriving back in America I received a letter from Philip Con 
way, Thomas & Co., the British attorneys, to the effect that it was no 
longer necessary to get Colonel Davidson and Mr. Fletcher to come 
to England because the suit had been settled. 

In the interim time I learned from Mr. Chadwick that he had 
already purchased space, the TWA ticket that you speak of here, and 
canceled that ticket because neither Mr. Fletcher nor Colonel Davidson 
were going. 

At some later date I talked with General Hyssong and told him 
that I had not come back to request a release of the two FLC people 
to testify for the simple reason that the case had been settled. 

I was told by Mr. Chadwick that if we were able to settle the case 
that they felt the expenses incident to transportation and keeping the 
witnesses there fer testifying would probably outweigh the idea of 
going on with the suit, and they felt it was best to settle. 

f have not seen Mr. Dawson since the, possibly, 25 minutes I spent 
with him in Paris. I have never had any correspondence with him. 

Qur firm was simply employed to pass upon a legal matter and to 
discuss that legal matter with FLC authorities, and I was not em 
ployed by FLC and had not been since April 15, 1947. My actua! 
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meeting with the British attorney who brought along Mr. Dawson 
was on October 24, 1948—no, October 21, 1948, in Paris. 

Now, I will be glad to answer any questions if I have not made 
myself clear in the matter. 

Mr. Bonner. Are there any questions, Mrs. Harden 4 

Mrs. Harpen. No; I have no questions, thank you. 

Mr. Bonner. Mr. Brownson / 

Mr. Brownson. I have no questions, Mr. Chairman. 

Mr. Bonner. Mr. Curtis. 

Mr. Curris. As I understand your testimony, then, Mr. Fletcher 
and Colonel Davidson did not go to England ¢ 

Mr. Duviry. No, sir; they never went to England; that is my un- 
derstanding. My understanding was, however, that when they were 
trying to decide who would testify that Colonel Davidson was already 
back here in America, and not even with FLC any longer, and that 
Mr. Fletcher had never been in England except on a special trip to 
investigate certain alleged wrongdoings by FLC or somebody, and 
that therefore he was familiar with the facts of this case. 

Mr. Curtis. In your testimony, did I understand that the expenses 
of the FLC people who were going to go over there would be paid by 
Dawson and his associates ¢ 

Mr. Duptey. That is right. We discussed that and, incidentally, 
[am glad you brought that up because I would like to tell you about 
my own views. 

Mr. Curtis. Yes. 

Mr. Duptey. We discussed the fact that it would not cost the Gov- 
ernment any money except the time to have these witnesses over there, 
that we were prepared to pay their expenses over there and back and 
their expenses while they were there, and it even came up as to 
whether or not they would have to take leave, if I am not mistaken, 
from the Government at the time they did that, but by the time I got 
back the case was already settled. I do not know exactly what nego- 
tiations Mr. Chadwick had, if any, toward arranging for or asking 
them to ask for leave so they could appear in court over there. 

Mr. Curtis. Was there any precedent—and you as an attorney 
might be able to say—was there any precedent for Government em- 
ployees doing this sort of thing ? 

Mr. Duptey. Government employees have, I feel in many cases 
involving something within their own agency. 

Mr. Curtis. As far as expenses being paid, is that the way it would 
be done, that the particular party wanting them to appear would pay 
forthem? That sounds a little irregular to me. 

Mr. Duptry. I do not think it is irregular. However, I will be 
perfectly frank about it, from the standpoint of it being irregular 
or not I simply thought about it from the standpoint of knowing 
the United States Government would not bear the expense. 

Mr. Curtis. Yes, but would not the United States Government 
submit a voucher to whoever it was for, rather than have them pay 
those persons directly? I am just asking your opinion. 

Mr. Duptey. I will tell you frankly I did not look at it one way 
or the other. It was simply that the British attorney prepared cer- 
tain questions that were presented to the legal officer of ELC in Paris, 
ind those questions simply brought forth the exact procedure that was 
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used by FLC on every sale that they made in Europe, and they also 
cited certain monthly papers that they get out stating a certain amount 
ef equipment would be sold, and what that equipment was. It was 
ugreed that previous to them being put on the stand that they would 
not be subject to going beyond those questions, and the British at- 
torney felt that he could get that agreement from the attorneys on 
the other side in his particular case. 

Mr. Curtis. Well, now, then, Mr. Chadwick’s listing of expenses 
for arranging the trip and procuring tickets for Colonel Davidson 
and Mr. Fletcher might well be a questionable item then if the tickets 
were never used, as you state. 

Mr. Duptey. I do not know whether it is a questionable item, Mr. 
Congressman. 

Mr. Curtis. No; I know that in spite of the fact that that is in there. 
As near as you can recall, they never actually went? 

Mr. Duptey. I know that they did not go on this particular thing. 
T am positive of that because I talked with Mr. Fletcher and once to 
Mr. Davidson—just ran into them and talked to them. I am positive 
that the case was settled. 

Mr. Curtis. I see. 

Mr. Duptey. There was some question—I think you brought out 
that Mr. Maragon had some comment on the fact that I had received 
$2,000. I want to straighten that out. 

Mr. Curtis. I would like to ask you first if you did receive that. 

Mr. Duptey. I received a fee of $100 at the time I talked to Mr. 
Chadwick and told him we would like to look into the matter and 
see if we could be of assistance. 

Mr. Curtis. Yes. 

Mr. Duptey. I received a fee of $500 after my return, and I think it 
was a $250 expense account. 

Mr. Curtis. And that is the total you got ? 

Mr. Duprxry. That is the total I received. 

Mr. Curtis. In other words, instead of $2,000 it was $850? 

Mr. Duptey. Yes. 

Mr. Curtis. There is another thing that I would like to have your 
comment on. Mr. Chadwick is an attorney; is he not ? 

Mr. Dupxey. He is. 

Mr. Curtis. Did he explain why he went to you in regard to this 
matter of getting these two men to testify rather than handling it 
himself as an attorney? 

Mr. Duptey. No; he did not, but I obviously gathered that he came 
to me—I had never seen him before until he walked into my office— 
it was not between the two of us discussed as to why he came to me, 
but he said, “I understand you are familiar with the practices of 
FLC,” and I said, “Yes, to a certain extent.” Then he started asking 
questions concerning whether or not this was done in the Far East, 
in cases where they testified, and whether or not I knew of any in 
Europe, and I said, “I did not.” 

General Connolly and Thomas B. McKay were heads of the FLC 
when I was there. General Hyssong had, I believe, taken General 
Connolly's place; so, I did not know General Hyssong when I went to 
IF'LC on this matter over a year afterward. 

Mr. Curtis. Do you know anything other than this one instance 
with relation to George Dawson and his associates ? 
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Mr. Dupiey. Not a thing. The first thing I ever saw about Mr. 
Dawson was when I saw in the paper that he was a terrific purchaser 
of surplus. 

Mr. Curris. And you had never had any dealings with Mr. Chad- 
wick either as an attorney / 

Mr. Duptry. None other than I see him socially sometimes. 

Mr. Curtiss. I mean in a business way. 

Mr. Duprey. No. 

Mr. Curris. That is all. 

Mrs. Harven. Mr. Dudley, what is the Gefo Trust ? 

Mr. Duper. I do not know a thing about that. I never heard 
about it before this morning. Mr. Chadwick evidently knew about 
that: but, of course, I do not. 

Mrs. Harpen. Well, I have a list before me of expenditures in re- 
gard to this Gefo Trust, and here they have “December 27, 1948, Henry 
A. Dudley, $600.” 

Mr. Duptey. That is the $500 plus $100. TI did not look at the 
check. It just came to my office, and I did not know whether it was 
(iefo Trust money or on the First National Bank, but my fees were 
S100 at the time we-talked here in Washington, and $500 after the 
discussion in Paris and my conference with the British attorney and 
$250 expenses. Now, he may have sent it to me all at one time; I do 
not know, but I would be glad to show you my records at the office. 

Mrs. Harpen. Then it shows “February 18, 1945, $250.” That is 
what you spoke about awhile ago? 

Mr. Duptey. That is right. 

Mrs. Harpven. But they were from this trust. 

Mr. Duntey. Yes. 

From what I gather from Mr. Maragon’s testimony this morning, 
the Gefo Trust is something that holds money of Mr. Dawson, and 
Mr. Chadwick has authority to draw checks on it to pay expenses. I 
imagine that is what it is. 

Mrs. Harpen. Thank you. 

Mr. Bonner. Now, Mr. Dudley, all of this took place how long after 
you separated from the Government service ? 

Mr. Duptey. Over a year, sir. I was separated on April 15, 1947, 
and the first time that I had any contact at all with the matter, purely 
from a legal standpoint, was on October 1, 1948. 

Mr. Bonner. And you had never had any other contacts ? 

Mr. Duptry. Never since then. 

Mr. Bonner. With respect to this matter or any other surplus prop 
erty matter ¢ 

Mr. Duptry. No matters at all with them. 

Mr. Bonner. Thank you very much. 

Mr. Duprey. I would like to state this: that, even though I was no 
longer connected with surplus property, had it had anything to do 
with sales I would not have taken it. It was simply a matter purely 
from a legal standpoint, and that is why I went intoit. Asa matter of 
fact, it was discussed with General Hyssong, and I asked him what did 
he think under the circumstances; and he said, “It is purely a legal 
matter,” and that is why I went into it. 

Mr. Bonner. Thank you very much, Mr. Dudley. 

Mr. Maracon. May I have a moment to make a statement? I be- 
lieve it is important. 
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(Discussion off the record.) 

Mr. Maracon. I neve another financial item on Gefo Trust. Mr. 
Chadwick on February 2, 1949 paid William E, Ryan $5,000, and also 
on December 10, 1948, ae A. H. Davidson, Jr. , $246.08. 

Mr. Bonner. What does that mean ? 

Mr. Maracon. That adds to the payments on which you questioned 
me before, to Mr. Ryan, and I found that Mr. Davidson received $200 
and some from Chadwick. 

Mr. Bonner. Do you know of your own certain knowledge that these 
payments were made ? 

Mr. MaraGon. They are confirmed by the originals attached under 
his signature. 

Mr. Bonner. He testifies he made these payments ? 

Mr. Maracon. He submits those to Mr. Dawson. 

Mr. Curtis. Mr. Chairman, we do have the records of Mr. Ryan’s 
employment. 

Mr. Bonner. There is not a quorum present, and he is under oath. 

Mr. Currts. Do you not think it would be proper at this time to in- 
sert this in the record 4 

Mr. Bonner. I think we better wait until we get.a quorum. 

Mr. Curris. Yes; you are right. 

Mr. Bonner. The committee will stand adjourned subject to the call 
of the Chair. 

(Thereupon, at 1:17 p. m., the subcommittee adjourned subject to 
the call of the Chair.) 
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WEDNESDAY, JULY 18, 1951 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON INTER-GOVERNMENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerarrMents, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:10 a. m., in reom 
1501, New House Office Building. Hon. Herbert C. Bonner (chair 
man of the subcommittee) presiding. 

Present : Representatives Bonner, Dawson, Donohue, Fine, Lantaff, 
Harden, Brownson, and Curtis. 

Also present: Thomas A. Kennedy, general counsel, and Herbert 
Small, subcommittee clerk. 

Mr. Bonner. The subcommittee will come to order. 

Call the roll of the sub-committee. 

The CLerk. Mr. Donohue. 

(No response. ) 

The Cierk. Mr. Shelley. 

(No response. ) 

The Cierk. Mr. Fine. 

(No response. ) 

The Cierx. Mr. Lantaff. 

Mr. Lanvarr. Here. 

The Cierk. Mrs. Harden. 

Mrs. Harpen. Here. 

The Cierk. Mr. Brownson. 

Mr. Brownson. Here. 

The Crierk. Mr. Curtis. 

Mr. Curtis. Here. 

The Crerx. Mr. Bonner. 

Mr. Bonner. Present. 

A quorum being present, the subcommittee will proceed. Some- 
time ago this subcommittee requested the High Commissioner to 
testify before the subcommittee with respect to the STEG operations 
in the surplus property in Germany. Due to recognized and under- 
stood pressure on the High Commissioner, he asked that his assistant, 
Mr. Glenn Wolfe, appear before the subcommittee and give the sub 
committee the information we desired, and stated at the time that Mr. 
Wolfe in all probability was in a better position to inform the sub- 
committee and give the subcommittee the information than he might 
be. 

[ desire the record to show the correspondence between the chair 
man of the subcommittee and Mr. McCloy. Will the clerk please read 


the correspondence ? 
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The Cierx. The letter is dated June 13, 1951, and reads as follows: 


The Honorable Joun J. McCroy, 
High Commissioner of Germany, 
Care of Department of State, Washington, D. C. 


DeaR Mr. McCroy: Colonel Byroade, Bureau of German Affairs, and Mr 


Thomas A. Kennedy, general counsel of the Committee on Expenditures in the 


Executive Departments, have had a series of telephone conversations in re- 
gard to your appearance before the Subcommittee on Inter-Governmental Re- 
lations. The subcommittee is aware of the short period of your stay in the 
United States and the pressure of your other Government business. Accordingly, 
on behalf of the subcommittee I should like to have you arrange for the ap- 
pearance of Mr. Wolfe, your Director of Administration, to appear as your rep- 
resentative. 

The subject matter has to do with the STEG agency of the Bonn government. 
His contributions could be helpful to the subcommittee, and the studies of the 
subcommittee might prove very worth while to your office. A transcript of 
our hearings to date will be made available by contacting the subcommittee. 

With kindest personal regards, I am 

Sincerely yours, 
HERBERT C. BONNER, 
Chairman, 
The reply from Mr. McCloy is dated June 15, 1951, and reads: 


DEAR Mr. Bonner: I have your letter of June 13 and am glad to arrange 
for the appearance of Mr. Wolfe before your subcommittee. I am sure that 
Mr. Wolfe will be able to give you the information that you may find helpful. Il 
hope to take advantage of this opportunity to have studies of the subcommittee 
made available to my office and I have asked Mr. Wolfe to make arrangements 
for the transcript. 

Sincerely yours, 
JoHN J. McCoy. 

Mr. Bonner. Mr. Wolfe, will you give your full name and identifi- 
cation to the reporter ? 


STATEMENT OF GLENN WOLFE, DIRECTOR OF ADMINISTRATION, 
OFFICE OF THE HIGH COMMISSIONER FOR GERMANY; ACCOM- 
PANIED BY J. C. JONES, CHIEF, FINANCE DIVISION, BUREAU OF 
GERMAN AFFAIRS, DEPARTMENT OF STATE 


Mr. Worrr. Yes,sir. My name is Glenn Wolfe, and I am Director 
of Administration for the Office of the United States High Commis- 
sioner in Germany. 

Mr. Bonner. Mr. Wolfe, you are appearing today to officially state 
views of the High Commissioner of Germany. Will you briefly out- 
line the operations of STEG from your knowledge and position ? 

Mr. Wotrr. Yes, sir. The STEG operation—first I might say, Mr. 
Chairman, that the United States High Commissioner was organized 
as of September 21, 1949. At that time activities, occupational activi- 
ties, were transferred from the Department of the Army to the State 
Department. At the same time the occupation statute for Germany 
was signed. So I speak for the period from September 21, 1949, to 
date. 

Mr. Bonner. You were present ? 

Mr. Wore. Yes, sir. The STEG Corp., there is a little background 
history of it from the records, is a quasi-german public corpora- 
tion originally organized in August of 1946 for the purpose of accept- 
ing and disposing of all captured enemy material released by the 
Army subsequent to the close of World War IT. 
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It was organized by the States of Bavaria, Wuertenberg- Baden, and 
Hesse. The State of Bremen joined the organization two years later. 
The states owned the stock of the corporation. 

Subsequently it was decided by the Army occupation authorities 
that STEG should handle, not only the captured enemy material, but 
all other equipment and material released to the German economy by 
the American Army. 

As a result of this determination, STEG was charged with the re- 
sponsibility of accepting and disposing of vast quantities of goods 
segregated into four categories: 

1. Captured enemy material, known as the CEM program, captured 
enemy material. 

2. Army surplus material, which was turned over piecemeal and 
known as the quantitative receipts program. 

3. A second part of the Army surplus, that which was declared 
surplus and sold in bulk and known as the bulk sale program, and 

1, Surplus incentive material program. 

I will describe each of these later. 

Following the cessation of hostilities in Germany and prior to the 
organization of STEG, captured enemy material commodities were 
released by the Army to various government organizations and offices. 
These releases were supported by documents known in Army parlance 
aS a quantitative receipt. It was soon realized that a central agency 
for the handling of these commodities was needed, and STEG was 
organized for the purpose. 

The quantitative receipts program covered the release of Army 
surplus merchandise, chiefly quartermaster supplies, covering such 
items as clothing, food, medical supplies, et cetera. 

That was at the beginning of the occupation, when such items were 
in great scarcity in Germany. In the beginning these articles were 
released to numerous German agencies and officials and in the early 
part of 1948, when the bulk sale contract was executed, incorporating 
this program, STEG began to assume the responsibility for assembling 
the Army quantitative receipts in an effort to determine the total 
amount and value of these commodities. 

I understand that the Army—that is, EUCOM, the European Com- 
mand—has compiled and is currently furnishing the Department of 
the Army in Washington all such charges, which we think at this time, 
without the final accounting, to be approximately $70,000,000, based 
on the 21-percent valuation. 

The bulk-deal program covered some of the same types as I have 
discussed before, but represented chiefly items of a more military na- 
ture, such as trucks, trailers, motors, et cetera, and was transferred in 
accordance with a contract dated January 23, 1948, negotiated by the 
Office of Foreign Liquidation Commission and the Bizonal Economic 
Council. 

I might say here that the Bizonal Economie Council was the organ- 
ization established as the German Government during the period of 
the occupation and prior to the occupation statute. 

This program included not only the bulk-sale program but the 
quantitative-receipts program as well. The surplus incentive material 
program dealt exclusively with commodities released by the Army to 
STEG from Army depots outside of Germany and consisted chiefly 
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of items of clothing, food, medical, tobacco, and general Army surplus 
supplies. 

These supplies were primarily for issuance as an incentive for the 
miners in the Ruhr. No written agreement as to the terms under 
which these supplies would be released was negotiated, so far as my 
knowledge is concerned. 

However, in September 1947 the Bizonal Economic Council, pred- 
ecessors of the Federal Republic of Germany, agreed to accept some 
40,000 tons of these materials from the Army. STEG has been billed 
by the Army for those commodities on a tonnage basis, partly at the 
rate of $1,089 per ton and $1,680 per ton for others. 

In accordance with the letter dated June 10, 1949, signed by appro- 
priate representatives, some 35,390 tons valued at approximately $ $58,- 
000,000 had, at that time, been transferred to STEG. 

Mr. Curtis. That is under program 4 ? 

Mr. Wotrer. That is right, sir. 

Mr. Bonner. What was the total sum ? 

Mr. Woxre. The total sum is approximately $200,000,000 at the 
present time. That figure is subject to the final accounting check-off. 

Mr. Curtis. That is the 21-percent valuation ? 

Mr. Wotre. That is the 21-percent valuation. 

Mr. Bonner. STEG was the equivalent in Germany of our War 
Assets Administration here in America ¢ 

Mr. Wotrer. Generally speaking, I would say yes. Now, there were 
other things added that we should mention. Captured enemy material, 
for instance, which the Army in their responsibility as occupying 
authorities released back to the Germans after demilitarization of the 
items. 

Now, since September 1949, the Office of the High Commissioner has 
acted in the capacity of a laison agency bet ween the United States 
Army and the Federal Republic of Germany in assisting the two 
agencies in negctiating transactions subsequent to that date. 

In other words, the responsibility of STEG is that of the Federal 
Republic of Germany, and under the occupation statute naturally 
the German Government was given full freedom of action in its 
disposition of the surplus materials, and the Federal Republic of Ger- 
many acepted full responsibility for the surplus property contract that 

was previously drawn up and signed by the Bizonal Economie Council. 

In other words, it was the same sort of agreement that was signed 
by any other foreign country with the United States in the disposal of 
surplus property. 

That, roughly and briefly, is the history we have taken from the 
records up to the time the High Commissioner assumed his office. 

The first major transaction coordinated by the Office of the High 
Commissioner occurred in the fall of 1950, when the United States 
Army officials in Germany approached the Office of the High Commis- 
sioner and expressed their desire to reacquire from STEG former 
Army surplus stocks remaining in STEG depots to meet additional 
requirements of the European Command caused by the unsettled world 
conditions. 

Mr. Bonner. What was the date? 

Mr. Wotre. The fall of 1950; September, I believe, sir, to be exact. 
I think T can give it to you. 

Mr. Bonner. Do you know the month? You can cite that later. 
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Mr. Worre. September 18, 1950, sir, a letter from the European 
Command to the Office of the High Commissioner officially requesting 
the High Commissioner to request STEG to freeze specific stocks held 
by STEG in their depots. 

This request was reviewed by the Office of the High Commissioner, 
which conducted negotiations with the Federal Republic of Germany, 
and the Federal Republic then directed STEG to freeze all supplies 
of United States origin remaining in their depots until further notice. 

During these negotiations with STEG and the Bonn Government, 
it was learned that the transfers originally made by the United States 
Army represented an outright sale of these commodities to the Fed- 
eral Republic and the commodities could be reacquired only through 
negotiations with the Bonn Government and, second, in the early part 
of 1949, STEG had concluded a so-called global or over-all contract to 
dispose of all remaining United States Army automotive equipment 
and spare parts. 

Mr. Curtis. What was that last date? Did you give it? 

Mr. Wotre. September 18, 1950. 

Mr. Curtis. No, sir; that global over-all contract. I thought you 
gave the date and I didn’t catel: it. 

Mr. Wore. That was in the early part of 1949, sir. I don’t have 
the exact date. It was in the early part of in 1949. 

Mr. Brownson. Who was that contract with? 

Mr. Wore. That was with Trucks & Spares, as I recall it, sir. 
Now the second part was the freeze effective October 10, 1950, in 
which the Army again requested a freeze of the stocks in the STE 
depots. I should have said, sir, that after reviewing the stocks in the 
fall of 1950 the Department of the Army—or, rather, the European 
Command—then released the rest of the stocks to STEG for resump- 
tion of sales. 

The second freeze occurred in October of 1950, October 10, in which 
the Department of the Army again requested us to ask the Bonn Gov- 
ernment to put on a second freeze for another review. 

Mr. Bonner. Mr. Wolfe, the first freeze—September 1950—was 
there a specified time for the freeze to run, or was there any other 
agreement attached to the freeze ? 

Mr. Wore. No, sir. 

Mr. Bonner. Then, why was it necessary to have an October freeze ? 

Mr. Worre. Well, at a later date, I can give it to you here in a 
ainute. T believe 

Mr. Bonner. Who pays the cost of the freezes ? 

Mr. Woire. Well, sir—— 

Mr. Bonner. Answer the first question, please. 

Mr. Wore. The first part was that—let’s see, I think I can give 
vou—this freeze became effective October 10 and remained in effect 
until November 1. That was after the stocks had been reviewed. The 
European Command then stated we have acquired all of the surplus 
that we need from these stocks; the rest can be turned back to STEG. 

Mr. Bonner. That was the October freeze, the September freeze. 
Why was it necessary after the September freeze to have an additional 
freeze in October ¢ 

Mr. Wore. The freeze became effective—wait a minute 

Mr. Bonner. This freeze was requested in September and became 
effective in October; is that right ? 
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Mr. Wotre. That is right, sir. 

Mr. Brownson. It isn’t a second freeze? 

Mr. Curtis. Just one freeze? 

Mr. Woxre. This is the first—September 1950; yes, sir. 

Mr. Bonner. All right, sir, proceed. 

Mr. Woxre. Now, as the world tension increased 

Mr. Bonner. Before proceedings, on what date did the Army notif) 
STEG that they had secured all material they desired from STE‘: 
asa result of this October 10 freeze ? 

Mr. Wotre. November 1, sir. 

Mr. Bonner. November 1, 1951? 

Mr. Wo Fe. 1950. 

Mr. Bonner. November 1950, the Army notified STEG that they 
had acquired all property they desired from the surplus material ? 

Mr. Wotre. That is correct, sir. 

Mr. Bonner. Who paid the expense of the freeze ? 

Mr. Wotrr. The expense has not been paid as yet. It is in the 
process of negotiation. 

Mr. Bonner. What would be the expense? 

Mr. Wotre. The expense would consist of such things as the cost of 
the STEG operations during the period of the freeze, during which 
no sales could be consummated. There would be undoubtedly third- 
party claims in which the title to the property had actually changed 
hands but the property, which had not been removed from the depot, 
was reacquired by the Army. 

These individuals—and there were undoubtedly several of them— 
will submit claims. Those claims will be submitted to the Depart- 
ment of the Army through the European command for settlement. 

A part of the expense concerned with the recall of the equipment 
from the STEG depots and the STEG operations will be negotiated 
between the Department of the Army and STEG, with the Office of 
the United States High Commissioner represented on the council and 
acting as a liaison. 

Then the cost of that will be taken from the debt which the Federal 
Republic has accepted and which is approximately $200.000.000. 

Mr. Bonner. Please proceed with the operation of STEG. 

Mr. Worrr. As the world tension increased, the Department of 
the Army in Washington became interested in acquiring additional 
equipment remaining in the STEG depots, and in the spring of 1951 
requested the Office of the United States High Commissioner to again 
negotiate with the Bonn Government in an effort to freeze the re- 
maining United States Army equipment in STEG depots. 

Mr. Bonner. What date was that? 

Mr. Worre. In the spring of 1951, sir. 

Mr. Bonner. Was that March 14? 

Mr. Wetrer. That is right, sir. We held our conference with the 
Minister of Economics on March 17, sir. On March 17, the Minister 
of Economics agreed to our request and directed STEG as of noon, 
March 17. During these negotiations the Federal Republic was guar- 
anteed full reimbursement of all costs incurred by STEG in connece- 
tion with this freeze. 

Representatives of the Department of the Army, the Department 
of the Navy, and the Department of the Air Force then surveyed the 
STEG depots and earmarked the items they desired to reacquire. 
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On April 19 the second STEG freeze was lifted, and the Bonn gov- 
ernment was furnished with a list of items earmarked by the survey 
teams and they directed STEG to hold these commodities for the 
lnited States needs. 

Now, because of the problems created by these two freezes, the Office 
of the High Commissioner on May 12, 1951, organized an advisory 
council consisting of the three representatives of the Office of the 
United States High Commissioner, three representatives of the Eu- 
ropean Command, and three representatives of STEG, and a repre- 
sentative from the Minister of Economics of the Federal Republic. 

This council assumed the task of (a) developing solutions to mu- 
tual operations problem, (2) reviewing all claims levied against 
STEG by third parties where title to property did not remain with 
STEG; (¢) reviewing legitimacy of all claims submitted by STEG, 
and (@) recommending to the Department of the Army the appro- 
priate amount of (4) and (c¢). 

The council held its first meeting May 23, at which time STEG 
through the Bonn Government presented an outline of the charges 
which they believed should be borne by the Department of the Army, 
resulting from the two reacquisition programs, and at the last meet 
ing, of which I have a report, the charges were reviewed and dis 
cussed in detail. 

On June 5, the second meeting of the council was held, and the 
charges were again reviewed. 

Mr. Bonner. That is 1951, sir. 

Mr. Worrr. 1951, yes, sir. It was agreed in principle that the 
charge enumerated at the original meeting should be borne by the 
Department of the Army with certain exceptions. STEG was then 
instructed to prepare a statement on the remaining categories and 
submit it to the committee for review. In the case of third-party 
claims where title had passed, the council concluded it was appro 
priate that these claims—that is, claims arising from parties who had 
acquired stock from STEG and to whom title to such property had 
passed but who were prevented from taking these stocks due to the 
freeze—should be settled by direct negotiations between the third 
parties involved and the Department of the Army, and the commit 
tee should not enter into these negotiations or make any recommenda 
tions, since they were outside the scope of the council. 

At this last meeting STEG requested guidance from the council as 
to the policy they should adopt in its negotiations, since the major 
portion of these items were under contract with Trucks & Spares, 
though title to these items had not passed at the time of the freeze. 

Mr. Bonner. Mr. Wolfe, was there a regulation or law forbidding 
recaptured material to be shipped out of Germany, prohibiting the 
shipment of recaptured material out of Germany in the negotiations, 
turning this material over to STEG or to the agency preceding 
STEG? 

Mr. Woirr. Whether it is a law or not ¢ 

Mr. Bonner. Understanding or agreement. 

Mr. Woire. No. Our general counsel gave us this opinion that the 
only right the United States had under the contract was to requisition 
stocks of STEG as we could legally requisition anything in Germany 
for the purposes of the occupation in Germany. In other words, for 
our troops in Germany. The opinion was that legally we had no right 
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to requisition stocks from STEG for shipment outside of Germany or 
for use of our troops outside of Germany. 

Mr. Bonner. What restrictive provision was placed on STEG or 
the preceding agency if any with respect to their selling these materials 
here, there, and around the world / 

Mr. Wotre. There was no provision against that. In the early days 
of the occupation and until recently surplus property could not be 
imported into the States. That was our law, I believe, that we could 
not import those surplus materials into the States. 

Mr. Bonner. STEG and the Bonn government could sell abroad 
at any time? 

Mr. Wore. That is right, sir. 

Mr. Bonner. Now when these freezes and screenings took place by 
the armed services, could not the Army have commingled the recap- 
tured equipment with their own and therefore been in a position to ship 
out any excess to Korea or to any other theater / 

Mr. Worre. I am not a lawyer, sir, but I think that would be skirt- 
ing the law—if I may speak off the record for a second 

Mr. Bonner. Off the record. 

( Discussion off the record.) 

Mr. Bonner. Could not the recaptured material have been valued at 
an agreed sum and placed against the total American credits under 
the STEG operation ¢ 

Mr. Wo.Fer. It could very well have been negotiated with the Bom 
government by saying to the Department of the Army or the High 
Commissioner saying that we want X thousand trucks from the depots 
and we agreed to pay an agreed upon sum. 

Mr. Bonner. What initiative did the Department of the Army show 
along this line in recapturing this for use in Germany and utrhzation 
of their then available equipment elsewhere, to your knowledge? 

Mr. Wotre. I would say this, sir, from my own personal knowledge, 
and I would say it is official knowledge: that the European Command 
has done a tremendous job of rehabilitating old equipment and keeping 
itin service. I have visited several of their depots, and I frankly have 
never seen an operation as effective as the Army’s operation in Ger- 
many in keeping old equipment in operation. 

Mr. Bonner. Is the Erding Depot an example of that / 

Mr. Wotre. I haven't visited the Erding Depot, and I would hesitate 
to say. There are several depots. There is Hanau for signal equip- 
ment, and I forget the one where most of the automotive equipment is 
rehabilitated. 

But in my work with the Office of the United States High Com- 
missioner I have had occasion, particularly during the first year of 
operation, when under the terms of the Executive order transferring 
responsibility from the Department of the Army to the Department 
of State, the European Command continued to give us logistic sup- 
port and included in that was putting through rehabilitating old 
equipment, particularly automotive equipment, “and consequently we 
are operating equipment in Germany today for the Office of the United 
States High Commissioner which is on the average of 6 years old. 

Mr. Brownson. Is that maintenance that you are speaking 
of * * * the rehabilitation of that equipment * * *_ is that 
done in these Army depots with German civilian help working for the 
{nited States Army, or is that subcontracted out ? 
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Mr. Wotre. For the most part, sir, it is by direct employment of 
German civilians, chargeable against occupation costs. 

Mr. Bonner. Off the record. 

(Discussion off the record.) 

Mr Bonner. Then are you representing the High Commissioner’s 
oflice, leading the committee to believe that the commanding general 
of the Army in Germany went as far as possible in recovering for 
service to the national defense all property that could possibly be 
recovered ¢ 

Mr. Wotrr. I believe so, sir. It is always easier to look back. 
Probably if we had requisitioned all new stocks from the Department 
of the Army warehouses in Germany—that is, stocks that had been 
shipped from the States—and depleted those warehouses, and then 
requisitioned all supplies that we could use from STEG back in the 
fall of 1950 instead of the second freeze of 1951, perhaps there would 
have been more gain. 

However, I think we should keep in mind one very important factor. 
These stocks had been in the STEG depots most of it, a lot of it, from 
1945, 1946, 1947. It was old equipment. It had deteriorated a great 
deal. Much of it was out in the open. You are taking quite a chance 
with the equipment. 

Automotive equipment, as an example, stood in open storage from 
5 to 6 or 7 years, besides being worn. So whether we can say today 
we should have taken more in the fall of 1950 and not necessitated 
the freeze of 1951, is difficult, maybe yes, maybe no. I am reluctant 
to say that it was the wrong thing to do. I have seen some of these 
stocks. 

Mr. Bonner. Was the policy initiated by the High Commissioner’s 
office, by the theater commander of the Army, or by the State Depart- 
ment ¢ 

Mr. Wortre. The Army requested us in both instances to go to the 
Bonn government and request them to freeze the STEG depots or 
STEG stocks, which we did in both instances. STEG readily acceded 
to our request and immediately froze the stocks. Actually we had 
no authority to freeze them. It had to go through the Bonn govern- 
ment. 

Mr. Bonner. Will you give the committee some discussion of the 
third party claims involved in the bulk program of STEG ¢ 

Mr. Wo rr. I can give you the general picture, sir. 

Mr. Bonner, Yes. 

Mr. Wotrer. I have been away for a month and I don’t think we have 
received the claims. 

Mr. Bonner. Discuss the extent of such claims, the general validity 
and procedure for handling such, including the newly constituted 
council. 

Mr. Wotrr. Right. At the time of both freezes, some stocks re- 
maining at the depots had been sold and the title had been passed to 
third parties. However, if the Army wanted that equipment, it was 
still frozen, and we took it. 

Now the third parties are preparing their claims for their cost, in 
most instances, and I think in practically all instances where title had 
passed, money had been paid to the STEG Corp. 

The claims will now be filed directly with the Department of Army 
through the European Command by all of those third parties. 
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Mr. Bonner. Do you know whether it was actually paid to the 
STEG Corp. or paid to Trucks and Spares or others who had nego- 
tiated with STEG? 

Mr. Wore. No, sir. In most instances the money had been paid 
directly to STEG. In the settlement of those claims STEG will be 
asked to turn over to the Department of the Army that amount which 
has been received by STEG as of the time of the sale, and if any other 
claims are approved, for instance, the cost involved in an individual's 
travel, for instance, maybe an individual went from Paris to Frank- 
furt to purchase materials, and he may have other expenses. All of 
those expenses of third parties are now being listed. They have been 
slow coming in. In fact, I am not familiar with any particular one 
that has been submitted as yet. 

Mr. Bonner. Are they based on prospective profits or what are 
they based on? 

Mr. Worrr. I cannot answer that, sir, because I haven’t seen the 
claims. My personal opinion would be that some will submit 

Mr. Bonner. What procedure are you setting up for handling them / 

Mr. Wotre. Those are turned over to the Department of the Army. 

Mr. Bonner. The High Commissioner’s Office will have no hand 
in the negotiating of the settlement ? 

Mr. Wotrr. No, sir. The High Commissioner will enter into the 
operation where STEG has, in effect, a claim against the United States 
for the freeze. Where there is a third party involved, that would be 
turned over entirely to the Army. 

Mr. Bonner. No one but the Department of the Army will have 
anything to do with the adjudication ¢ 

Mr. Worre. That is correct, sir. If the Department of the Army 
requests us at any time to advise or assist them in those negotiations, 
certainly we will be glad to do so, and that is one reason we established 
the council. 

Mr. Bonner. Now, then, what, if any, provisions have been made or 
set up giving this Committee on Expenditures in the Executive 
Departments notice of the detailed results of the third-party claim 
situation ¢ 

Mr. Woxrer. As far as the third-party claims are concerned, again 
that would come from the Department of the Army. As far as all 
costs involved in the freeze and costs of STEG involved in the freeze, 
such as closing of their depots, pay of personnel, packing and shipping 
of the equipment, and things like that, as these are negotiated and 
completed with the Bonn government, we will send copies of such 
transactions to your committee. 

Mr. Bonner. This committee requested the Secretary of the Army 
to keep this committee posted and advised as to negotiations on these 
claims and not to adjudicate any claims until this committee had 
been advised. 

Mr. Worre. I see. 

Mr. Bonner. As I understand from you, to your knowledge no 
claims have been adjudicated. 

Mr. Wotrr. That is correct, sir, to my knowledge. 

Mr. Bonner. No information has come to this committee about it, 
and no information has come as to the conferences that may have been 
held with respect to settling these claims. 

Mr. Wotre. Third-party claims. 
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Mr. Bonner. Yes, sir. 

Mr. Wotrer. I am without information on that at all. I am sure 
that the E uropean command will advise us as claims are negotiated. 
As for STEG, our negotiations with the Bonn government on STEG 
costs, these will be sent to the committee as we work on them. 

There have been several meetings of the Council established for 
working on STEG claims. No settlements have been made as yet. 
The letter I had last week from Mr. Mitchell, whom I placed in charge 
of this work, indicates the Council is meeting and settling, getting 
down to an agreed-upon formula for STEG claims, not third-party 
claims. 

Mr. Bonner. Most of the claims will come from Trucks and Spares: 
is that right / 

Mr. Wo tre. I would say generally, yes, sir; that would be correct. 

Mr. Bonner. Now you were Deputy Commissioner of the War 
Assets Administration in Washington ? 

Mr. Worrr. I was Assistant Deputy Administrator. 

Mr. Bonner. With that experience in view and the knowledge that 
has come to this committee of hundreds and thousands of tons of sur- 
plus and spare material, discarded material, now in the Pacilic, what 
recommendation have you, of your knowledge of STEG operations, 
would you make to the committee at this time, off or on the record, as 
to what the committee should do or recommend in writing new legis 
lation or changes in legislation for the handling and disposal of this 
material that is going to occur in the Pacific and probably around the 
world ¢ 

Mr. Woure. That is pretty difficult to answer, sir. I don’t mind 
answering on the record. I will leave it to you to decide whether it 
should be on or off the record later. 

Mr. Bonner. On the record unless you object. 

Mr. Wore. No. 

Mr. Bonner. I don’t know where we could find a man with your 
experience here in this country and your observation of what took 
place in the STEG transactions in Germany. I don’t know a finer 
citizen who could give this committee advice on what course and pro 
cedure should be followed. We certainly don’t want a recurrence of 
what has happened in Germany. 

We thought we were giving the people this property for the rehabili 
tation of Germany. It turned out that it has been quite a business 
venture, and it turns out that probably we didn’t have the control that 
we thought we had. 

Mr. Wore. I don’t think that is quite right, siz 

Mr. Bonner. Correct it if you will. 

Mr. Wore. The equipment was used and the materials were very 
definitely used in the rehabilitation of Germany. Keep in mind the 
one item that I think we are interested most in here. That is the 
automotive equipment. The automotive equipment left surplus by 
the Army in Germany, as is true probably in any other theater outside 
of the United States—that equipment is expensive to operate. Gaso 
line in Germany costs the equivalent of 50 to 75 cents a gallon. There 
is the inability to obtain spare parts. There is the difficulty of secur- 
ing tires as anexample. They are hard to get. 
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They try to convert them, when they have bought them, to Diesel 
engines, because of the cheaper fuel. Consequently, there is no mar- 
ket in Germany at all or in Europe, there has been practically no 
market for trucks over a period of years. 

Then all of a sudden we have Korea and the thing changes. You 
have a market in the United States for these trucks, and in other coun- 
tries because it isn’t a question then of the expense of operation. It 
is a question of particular equipment. Those are the things that we 
are particularly interested in when we are talking about this equip- 
ment. 

Now let’s go back. My experience in War Assets taught me one 
thing. It taught me that if there ever is another situation where 
we have to dispose of vast quantities of surplus materials, the laws, 
the rules, the regulations of disposal must be established early, pref- 
erably before the end of that conflict. I can’t think of anything that 
was more difficult to do than establish plans and policies for War 
Assets Administration with conflicting pressures, rules, regulations, 
from all sources—sell the property, be rid of it as quickly as possible, 
get the most money for it, don’t worry about how much you can get 
for it, just get rid of it; another pressure—get all you can for it. 

As a veteran, I think I can be critical of that. I took 2 days off 
from War Assets one time to try to buy surplus property myself, just 
to see how our plans and policies were working. Frankly, it was im- 
possible. I never could do it. 

Again after the war was over, then we started establishing all kinds 
of rules and regulations. First you can’t sell something except to small 
business, well, small business can’t handle it, and the schools, the 
churches, the Government agencies. Even a Government agency 
couldn’t get a piece of surplus property without miles and miles of 
red tape and they weren’t sure what they were getting. 

Then they had to have an appropriation to pay for that surplus 
material. 

Frankly, I would like to say this off the record. 

Mr. Boner. Off the record. 

(Discussion off the record.) 

Mr. Wo re. I think we have made a big step in the right direction 
with the Federal Property Act of, I think, 1949, I believe which was 
first submitted in 1944. I was very much involved with it in later 
years because Federal property has been more or less a side subject 
with me for years. 

I came into the Government under the tutelage of a very fine gentle- 
man, James Scott, who attempted in 1944 to secure such a property act. 
But it was not passed, and instead we got the Surplus Property Act, 
but with all the priorities, with all of the conflicting pressures, con- 
flicting policies, it was impossible to do a job. 

Sometimes I have felt that if we had taken far more aggressive 
action in schools, how much good we could have done with much of 
the surplus property in schools; but it was 2 or 3 years before we ac- 
tually got started into channeling the surplus property into schools 
where it could be used. 

Now, overseas supplies. Yes, that can be a terrific headache. Again, 
we won't run into, I don’t think, the same situation in disposing of the 
Korean surplus we have run into before. At the end of World War 
II, world-wide we were demanding consumer goods. ‘Today that 
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would not be true. So what we do with surplus properties in Korea 
is peony hard to say, except for two things: 

. Use in rehabilitating Korea. There. would be a great demand for 
Ry ‘I have been in Korea. I was there when the State Department 
took over from the Department of the Army and established the 
office there for that purpose. 

Mr. Bonner. When was that? 

Mr. Wore. That was in the fall of 1948, sir. I know the terrific 
requirements even then, and now they are a hundredfold more. Large 
amounts of this equipment can be used. I remember one instance, an 
example, if I may speak off the record. 

Mr. Bonner. Off the record. 

(Discussion off the record. ) 

Mr. Wore. Korean hospitals are in deplorable shape, Korean 
schools, and homes. 

Mr. Bonner. With the experience we have had in Germany, we 
don’t want it to recur. The property was left there for a good pur- 
pose, a great amount of it turned out to be utilized as an interna- 
tional racket. 

Now have you got any suggestions to the committee as to whether 
there should be a commission set up? The same thing will occur. 
There will be no gas in Korea to use motor vehicles and use other 
equipenenit. There will be no roads. Now should we move the prop- 
erty? That is, the property that can’t be used for rehabilitation, 
or what is your idea ? 

Mr. Worre. If we take just the automotive equipment alone, again 
you are faced with this situation. Somebody has to decide it. Why 
didn’t we move the automotive equipment back before’ We didn't 
want thousands and thousands of pieces of equipment—I am guessing 
on this, it is my thought anyway—coming back into the country when 
we already had so much equipment here, and we wanted to get the 
manufacturers going, and so we didn’t let them bring it back and said 
it was a terrific expense to bring it back. That was one reason. 

Now had Korea not happened, those 18,000 trucks would be in Ger- 
many today still rotting away. So you have to guess ahead. We have 
to get out the crystal ball and say, “Now, are we going to have another 
Korea?” If we leave those trucks in Korea, they are merely going to 
rot away. If another Korea happens, all of a sudden, a great demand 
will come for those trucks regardless of what kind of condition they 
are in. If we don’t have anything but frames left, those are valuable. 

Mr. Bonner. Tell me, if you please, what is your knowledge of the 
operation of the man whose name has come up so many times before 
the committee, not the chairman of the committee, but this man Daw- 
son, and his operations with the German Government. Has he con- 
trolled or utilized the German Government to his own good end and 
his associates’ good end or has the German Government under the 
observation of the High Commissioner’s office thought that the trans- 
actions conducted by Dawson were fair and aboveboard ¢ 

Mr. Woxre. If I may express a personal opinion on that, I don’t 
know Dawson, have never met him, I haven’t met any of his associates. 

Mr. Bonner. He seems to be the principal with STEG and he seems 
to have controlled STEG. He had offices right in the same building 
with STEG and a working contact with STEG. 
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Mr. Wotre. He had offices in the same building. Let’s go back. At 
the time Dawson made his contract, there was no Korea. Eighteen 
thousand trucks had been lying idle at these depots for up to 4 years 
or 5 years—4t years. They were rapidly deteriorating; it was a tre- 
mendous cost to STEG just to maintain guards around them. 

Possibly STEG thought that here is an opportunity. Here is a 
man that agrees to dispose of these, and if we can get this amount of 
money out of it, fine, that is a good deal. Six months or a year later: 
Korea. 

Mr. Bonner. What was the date of STEG’s contract with Dawson ? 
1949, wasn’t it ? 

Mr. Wo tre. Yes, sir, I think it was 1949, sir. 

Mr. Bonner. What was the month? January of 1949? 

Mr. Worre. I believe that is correct, sir, January of 1949. 

Mr. Bonner. Go ahead, please. Well, I have one more question 
and I would like to have your observations as to this period. Dawson 
has been said to have shipped a lot of this material behind the iron 
curtain. 

Now did he have any information as to the value of this material 
from some other source, and what is your opinion about that? Give 
your story and bring that in. 

Mr. Worre. I think that he felt that with 18,000 trucks, if he can 
buy them at X dollars and sell them at X plus $5, he has got a 
good deal. Well, it so happened that it turned out later maybe he 
could sell them for X plus $500, I don’t know. I hold no brief for 
Dawson. 

If I may express an opinion, he is an operator. We have lots of 
them, and Lord knows we have plenty of them in War Assets. We 
were always fighting against the big-time operator. It was an op- 
portunity, he is an opportunist, no doubt, and he saw an opportunity 
to make a little bit of profit, and it turned out he could make a whole 
lot of profit if this goes through. 

But as far as any control over the STEG Corp., sir, no, posi- 
tively not. 

Mr. Brownson. Mr. Wolfe, we have heard some testimony in some 
of the hearings here that Mr. Dawson was able to prevail upon some of 
the purchasing missions of foreign countries to select from the list of 
American surplus that was available the particular items in which 
he’ was interested which they would receive from the United States 
Government as a part of our foreign-aid program, and then turn 
over to Mr. Dawson in return for a monetary consideration. 

Do you know anything of his sphere of influence in that line? 

Mr. Wotrr. No, sir, I don’t. I do not. I have a great deal of 
confidence in the STEG Corp. of Germany. I think the men in it— 
I have no reason to believe shidetion- ties above reproach. 

Mr. Brownson. This concerned Poland rather then Germany. 


Mr. Bonner. Have you finished your observations on Dawson and 
the operation of Trucks & Spares? 

Mr. Wo re. Yes, sir. I think it sums it up-—there are operators, 
as we define the word. They took a chance. They didn’t have a 
whole lot of money involved in it compared to the total value at any 
one time. It was more or less equipment on consignment. 
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They would find buyers and take them to the depots and look 
at them and then sell them and then in effect buy the equipment from 
STEG. That is, I think, common business practice in many places. 

Mr. Bonner. STEG didn’t pay much attention to the buyers and 
who they were. They sold a good deal of goods to Hungary, didn’t 
they ‘ 

Mr. Wotre. There was one shipment to Hungary which we stopped 
at the border. STEG did not sell that to Hungary, | don’t believe. 

Mr. Bonner. Who sold it? 

Mr. Wore. I am not sure, sir. We did stop it. 

Mr. Bonner. What is the general reputation of the business back- 
ground of Dawson in Germany and Europe / 

Mr. Wore. If you will excuse the repetition, just a big-time oper- 
ator. I think there was some charge filed against him at the prosecut- 
ing attorney's office at Frankfurt, has been for a year or so, and he 
hasn’t come back to Germany. I don’t know what that charge is. I 
can find out for the subcommittee, but there is some charge filed 
against him. 

Mr. Bonner. It is generally understood he has free access in the 
satellite countries, isn’t it? 

Mr. Worrr. That I don’t know, sir. That I don’t know at all. I 
have not heard of that. 

Mr. Bonner. Does the High Commissioner’s office have any know]- 
edge of other shipments that were attempted to be made to satellite 
countries ¢ 

Mr. Wortrr. No, I have knowledge of only the one to Hungary, 
which we stopped. 

Mr. Bonner. Who promoted that ? 

Mr. Wotre. I can’t give you the name of the company, but I can 
get it. 

Mr. Bonner. Was it by Dawson or his associates / 

Mr. Wore. I believe it was part of the whole combine of Dawson. 

Mr. Bonner. Mr. Donohue / 

Mr. Donouver. Does Trucks & Spares have the exclusive contract 
with STEG to purchase equipment that was turned over to them? 

Mr. Worrer. That is right. The automotive equipment. They had 
an agreement with STEG that they would secure for STEG the equiv- 
alent of $3,200,000 for the automotive equipment that was there. 
They put down a sum of $250,000. In other words, they were acting as 
uyers’ agents and agents for STEG, if you will. 

Mr. Dononve. In other words, they merely purchased an option 
to buy. 

Mr. Worre. That is correct, sir. 

Mr. Donouve. That is as far as their obligation went ? 

Mr. Woirr. That is right, sir. 

Mr. Donouve. When the property was turned over to STEG by 
our Government, were there any restrictions or limitations placed on 
what STEG would do with the property and how they would dis- 
poseof it? 

Mr. Wore. No; no specific limitations were placed on them. How- 
ever, our own occupational laws within Germany and certain United 
States laws applied. 

For instance, there was a restriction against sending any of this 
material to curtain countries. So STEG, of course, had to comply. 
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STEG or any purchasers of STEG property had to comply with the 
normal restrictions we have, export restrictions we had against them. 

Mr. Dononvr. Does the High Commissioner’s office issue export 
licenses ¢ 

Mr. Worre. They are issued by the German agency and approved 
by the High Commissioner’s office. 

Mr. Dononvr. Then the High Commissioner’s office knew that or 
should have known that Dawson was shipping this material to either 
the satellite countries or to Russia herself. 

Mr. Wore. We would know that. 

Mr. Dononve. Or to England or to the United States. 

Mr. Wore. We would know that and we would know it if it was 
being shipped directly, of course, and we did know it, and the one 
slip that we knew about was to Hungary, which we got stopped before 
it went over. I think out of a shipment of 375 trucks 13 got over the 
border. 

Mr. Donouve. To your knowledge, there wasn’t any limitation im- 
osed upon STEG against sending this material into say the United 
tates? 

Mr. Wotre. Only our own restrictions against it. Our own restric- 
tions were, the United States said that none of this surplus material 
or certain categories can be reshipped into the United States. So they 
had to comply with that, of course. 

Mr. Dononve. And in order for, say, Dawson or anyone shipping 
this equipment back into the United States and, therefore, have an 
impact upon our markets, it would have to clear through the High 
Commissioner’s office ? 

Mr. Wore. Through the High Commissioner’s office. In that par- 
ticular case, sir, through our consulates, and the consulates would have 
to give a shipping invoice for that equipment, and because it is a re- 
striction of the United States against shipping such equipment into 
the United States, they would not get a consular invoice. 

Mr. Dononve. Would you explain why he happened to ship so much 
back ? 

Mr. Wotre. That restriction against shipment of such equipment 
into the States was lifted by the Department of Commerce—do you 
have that date, Mr. Jones? 

Mr. Jones. August 23, 1950. 

Mr. Wotre. August 23, 1950. 

Mr. Donouve. To your knowledge, there was none of this equip- 
ment or none of this material shipped into this country prior to that 
time? 

Mr. Wotre. It was not, sir. 

Mr. Dononvr. You don’t know the reason assigned by the Depart- 
ment of Commerce for lifting this restriction ¢ 

Mr. Wotre. No, sir. 

Mr. Bonner. Off the record. 

(Discussion off the record. ) 

Mr. Bonner. We will recess at this time until 1:30 this afternoon. 
We will meet in room P-15 in the Capitol. 

(Whereupon the subcommittee recessed to reconvene at 1:30 p. m. 
the same day.) 
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AFTERNOON SESSION 


(The subcommittee reconvened at 1:30 p. m. in room P-15 in the 
Capitol.) 

Present : Representatives Bonner (chairman of the subcommittee), 
Dawson, Shelley, Fine, Lantaff, Brownson, Harden, and Curtis. 

Mr. Bonner. The subcommittee will come to order. 

When the subcommittee recessed, the witness, Mr. Wolfe, Director 
of Administration in Germany, was giving his views to the committee 
on what possible changes should be made in existing law to avoid 
repetition, if possible, of what has occurred in the STEG transactions. 

Mr. Wolfe, had you finished your statement with respect to that? 

Mr. Woure. I think we were discussing the use of surplus property 
if such exists in Korea. I want to make the first point of use of such 
property in the rehabilitation of Korea. It certainly has many good 
points. 

The second, of course, is the return of other equipment to stockpiles 
of the Army or such other agencies as may be designated. I think 
we would have the same thing over again to a more or less extent at 
any time we leave vast quantities of surplus materials in a foreign 
country and it is opened for sale to any buyers and to import back 
into this country, depending, of course, upon the economic situation. 

Insofar as STEG was concerned in Germany, there was no sale for 
years for the 18,000 pieces of automotive equipment in the control 
of STEG. The market developed after the Korean incident. 

Now, as I think I said, it takes a crystal ball to see what is going 
to happen 3 or 4 years hence, to see whether we sell that property at 
say $50 apiece or $500 apiece 5 years from now. That is the problem 
I think that faces us. 

Insofar as STEG is concerned in the operation, 1 would like to 
repeat that I think surplus property turned over to STEG by the 
Army or by the Office of Foreign Liquidation Commissioner has been 
used to a very large extent in the rehabilitation of Germany, and only 
this change in the economy after Korea brought about these vast sales 
and presumably heavy profits to buyers of the automotive equipment. 

The STEG Corp. in my opinion has been extremely cooperative, 
and well operated, and has done an excellent job. 

Mr. Bonner. Mr. Wolfe, would there be any possibility of Mr. 
Dawson having an inside connection in STEG that would give him 
any privileges or benefits or preference over any other dealer in 
surplus property, dealing with the STEG Corp. ? 

Mr. Wore. In my opinion, no. Of course, I am not in a position 
to state categorically that he did not have such contacts, but in my 
opinion, the contacts he had in STEG were open to any other or all 
buyers. 

Mr. Bonner. Do you know of any reference or intimation of that 
nature ¢ 

Mr. Wotre. No, sir; I do not. 

Mr. Bonner. Mr. Wolfe, will you give the committee your knowl- 
edge on the Testa claim of $103,000 plus $50,000 profit paid ¢ 

Mr. Wotre. I understand such a claim has been made to the Depart- 
ment of the Army. 

Mr. Bonner. Will you explain the claim, who it was made by ? 
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Mr. Wotre. | am quoting from memory. The Testa Co. was another 
buyer of surplus property and had paid into the STEG Corporation, 
as I recall it, $105,000, and title had actually passed to the Testa Co. 
for this automotive equipment. The equipment had not been moved 
from the depots at the time of the freeze. 

That was requisitioned by the Army, and now I understand, though 
I have not seen the claim, that Testa is claiming the refund of the 
$103,000—which, of course, they are entitled to—plus expenses of 
purchase, plus an anticipated profit. I was not familiar with the 
amount, plus an anticipated profit of $50,000, let us say. I wasn’t sure 
of that figure. They had expected to make that on the transaction 
had the sale gone through. 

In other words, I understood they had a buyer at the $50,000 profit, 
or at some profit. I wasn’t sure of what it was. 

Mr. Bonner. Do you know the officials of the Testa organization ? 

Mr. Wo tre. No, sir; I do not. This claim has been presented, I 
understand, or is about to be presented to the Department of the Army 
in accordance with our procedure. 

Mr. Bonner. I notice you have a good many files with you. After 
the hearing and for a short time would you mind leaving your files 
with us so the committee staff can review your files? 

Mr. Wotre. Not at all, sir. 

Mr. Bonner. Mr. Dawson. 

Mr. Dawson. No questions at this time. 

Mr. Bonner. Mr. Shelley. 

Mr. Suetiey. I would like to ask Mr. Wolfe this question: Mr. 
Wolfe, can you explain to us in the clearance and recording the con- 
sular invoice, the system by which you had a record on consular in- 
voices; did the High Commissioner’s office get information of any 
kind where there might be a possibility or where there actually was 
a change and a transshipment say from Germany to Belgium or 
Holland or other countries where they were then repacked and re- 
shipped to countries behind the iron curtain ? 

Mr. Worre. We have no specific knowledge of such transactions. 
That doesn’t say they have not existed. 

Mr. Suetiry. Have you ever had rumors of such transactions? 

Mr. Wore. Yes; there have been rumors, but we have never been 
able to actually trace them down into fact. 

Mr. Suettey. Were efforts made to trace them down? 

Mr. Wouret. Yes, sir; very definitely. 

Mr. SuHettey. To what extent ? 

Mr. Worre. To the extent of tracing the sale through as far as we 
could go with the other countries involved. We have never found 
them to be—the ones we have traced down, and we have followed 
every rumor to that effect, we have been convinced that they were not 
reshipped, but I cannot say of course in every instance. 

Mr. Suetitey. Thank you. 

Mr. Bonner. Mr. Wolfe, there is former testimony, the record will 
show it was testified that when the freeze was announced, when it was 
known that the freeze would be put into effect, a great deal of equip- 
ment was moved from the American zone to the English, the French 
zone. Does the High Commissioner’s office have any information re- 
garding that ? 
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Mr. Wotre. T have no information on that. In fact, I would say 
it was to the contrary. In both instances the freezes—we had rumors 
of them from Washington, and in some cases we had newspaper ac- 
counts that such a freeze was going to be requested, but we have no 
evidence of large shipments from the depots. 

We have in both instances informally contacted the Minister of 
Economies of the head of the STEG organization, Dr. Graf, who im- 
mediately stopped all shipments by telephone. 

From that time on no shipments were made, and I am quite sure no 
large shipments were made on the basis of rumors for a freeze be- 
cause, had that been done, I am sure we wouldn't have the third party, 
claims that are going to be facing us today. 

Mr. Bonner. This testimony, as I understand, was made by two 
witnesses that we had previously, who came here from Germany. 
One of them was Colonel Willis and the other was Mr. Monticone. 

Colonel Willis says: 

Now there are some leaks. I am not eminently familiar with all the controls. 
That is not my business. However, I have personally done my best to arrange 
for the closing of any leaks of which I became aware. 

Doubtless there could have been some illegal noves—possibly transshipments, 
American zone-British zone. You can move stuff from one zone to the other 
easily. There is free travel there. 

Mr. Wotre. Who was speaking, sir? 

Mr. Bonner. That was Colonel Willis, who represented the 
EUCOM. 

Mr. Wotrr. I can’t dispute Colonel Willis’ testimony. It certainly 

can be done and certainly traffic is free. However, I do feel, and it is 

my own personal opinion, I have nothing to substantiate this, because 
we did not move into the depots and say “Stop shipment.” We had a 
newspaper report, for instance, that there was going to be a freeze. 
Ni aturally there was a period of time, probably 48 or 72 hours, between 
the rumor of a freeze and the actual freeze. 

However, upon the first rumor that we received, we immediately 
contacted the Minister of Economics or Dr. Graf, the head of STEG, 
and said this is coming, and Dr. Graf invariably would say, “Well, 
then, we will stop all shipments right now.” 

Naturally there was no freeze for that period of probably 2 or 3 
days, and there was nothing actually to stop them from doing it, 
although in questioning later they have told me, the STEG people, 
and my own people have told me, th: at no shipme nts were made. 

Now I cert: ainly cannot say that could not be done. It could be done. 

Mr. Bonner. What is the working understanding or agreement in 
the zones—F rench, British, and American zones—to protect each other 
with respect to this? 

Mr. Wo.re. There is open traffic, of course, between the French, 
British, and American zones, just as there is open traffic between three 
States of this country, and nobody would have stopped, probably, 
such a shipment; if there was a shipment, let us say, of 10 trucks, 
going from the American zone to the British zone, nobody would have 
stopped it. It is perfectly free traffic. Nobody would have thought 
of stopping it: no reason to stop it. 

Mr. Bonner. I will further read you what Colonel Willis has to say 

Yes, I have taken certain action as I became aware of leaks, to stop them. 

For example, a particular leak which occurred was the export of warehouse 
materials handling equipment, a civilian item, and the German office could at 
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that time issue a license without going to HICOG. It is purely a civilian item so 
classified according to certain rules and regulations. In that particular case 
they were actually exported to Holland. I wanted those machines, but they got 
away from me. When I found out they had gotten away, I took action to request 
HICOG to see to it that the German office, for all exports, routed them through 
HICOG regardless of the type of items, so the door was closed after the pig 
got out. 

Mr. Wotrr. Frankly, I don’t understand the statement. I don’t dis- 
yute Colonel Willis’ word in any way, but a lot of things could 
haonen. If that was during the period of the freeze—— 

Mr. Bonner. That is what he is testifying. 

Mr. Worre. I certainly doubt, sir, that such a thing happened. I 
don’t say that it could not happen, because we did not have our own 
troops and soldiers guarding the depots to prevent shipment, but I 
have not seen anything like that happen. 

Mr. Sueciey. Who was guarding the depots ? 

Mr. Wotre. The STEG Corp. was, we had a representative at each 
depot, but only one representative, and German guards, of course. 

Mr. Sueuiey. They had civilian guards? 

Mr. Woure. Yes. 

Mr. Suettey. German people? 

Mr. Wotre. Yes, sir. 

Mr. Bonner. Mr. Lantaff. 

Mr. Lantarr. Under the original agreements which were signed, 
executed with STEG, there was some question as to whether or not we 
had the legal right of recapture of any of that equipment, was there 
not ? 

Mr. Wotre. That is right. 

Mr. Lantarr. Did not STEG subsequent to the execution of these 
original documents write a letter to HICOG in which they acknow]l- 
edged the right of our authorities to recapture this equipment? 

Mr. Wotre. The authority to recapture, we may use the word 
“requisition,” was never disputed. There is no question but what the 
Army has the right to requisition any stocks in Germany for the pur- 
poses of the occupation in Germany. There was never any question 
about that. 

The only question of legality, from the standpoint of requisitioning 
or taking STEG equipment and shipping it for our use outside of 
Germany. 

Mr. Lanrarr. Was this practically a matter of public record that 
the Army had the legal right to recapture or requisition any of this 
surplus equipment for use by the troops in Germany? 

Mr. Wotre. Oh, yes. 

Mr. Lantarr. Then is it not true that those surplus dealers who 
dealt with STEG and who purchased from STEG purchased with 
knowledge of the right of the United States Army or you to recapture 
this equipment ? 

Mr. Wotre. For use in Germany, yes, sir. 

Mr. Lantarr. For use in Germany ? 

Mr. Wotre. Yes, sir. 

Mr. Lantarr. Then what in your opinion would be the basis for 
payment of any damages whatsoever to these parties contracting with 
STEG upon our recapture of certain equipment ? 

Mr. Wo tre. I would say, Mr. Lantaff, it would be based more on a 
moral obligation than upon a legal obligation. In other words, if a 
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legitimate businessman had spent a thousand dollars in travel to Ger- 
many and had bought surplus property, which was later taken from 
him by requisition of the Army, do we or do we not have a moral obli- 
gation to reimburse that man for the expenses he went to in acquiring 
this property’ I would say the interest on his money that is with 
STEG during the time of the freeze—— 

Mr. Lantarr. Then am I correct in understanding that the approach 
to the question of whether or not a claim should be honored and paid 
is made on a moral basis rather than on a legal basis ¢ 

Mr. Woxtre. That would be my opinion. Lawyers may disagree 
vith me, 

Mr. Lantarr. Then would you also consider in making any such 
settlements whether or not the person so making the claim had realized 
huge profits out of dealing in that equipment prior to presenting 
claims for the loss he might have sustained by reason of the freeze ¢ 

Mr. Worre. The question of the amount of profit would, of course, 
depend upon his statement. My own opinion would be reasonable 
profit may be a moral obligation. 

Mr. Lantarr. Should the officials making settlement of these claims 
want any knowledge of the profits made by these people, I am sure 
the staff of this committee could give that, and I think it might be 
worth while to go into that, since the claim is made and the approach 
is on a moral basis. Consideration should be given as to whether 
they have previously made large profits in dealing in this equipment. 

Mr. Woxrr. Dealers were familiar, there is no question about. it, 
dealers were familiar with the fact that the Army or the High Com- 
missioner has the right as yet to requisition anything in Germany 
for the use of the occupation troops subject, of course, to payment. 

Payment in the present instance is by the German Government out 
of occupation costs. 

Mr. Dawson. May I ask a question / 

Mr. Lanrarr. Yes. 

Mr. Dawson. If they have that knowledge, the dealers, then where 
does the moral question come in? If I know this stuff is subject to 
recapture, then I accept that risk in going there and seeking to buy 
and spending the money to buy. There is no moral question involved. 
If there is no legal question involved, I don’t see why we should pay 
them their expenses. 

Mr. Worre. I think you have a point, sir. I have not been in on 
the settlement of third-party claims. 

Again I want to repeat that is the responsibility of the Army. I 
was merely expressing an opinion. I am not sure but what you are 
right when you say that. 

Mr. Lantarr. I think the opinion just advanced is shared by most 
of this committee, and I think we are hopeful that those considering 
this problem in HICOG and EUCOM will give some consideration 
to the fact that we are not too impressed by any basis for these so- 
called claims other than people who actually made a deposit, in order 
to get their deposit returned. In that case they would be legally 
entitled to that. 

Mr. Curtis. Will the gentleman yield ’ 

Mr. Lanrarr. Yes. 

Mr. Curtis. You referred, Mr. Wolfe, to the fact that the Army has 
the responsibility for the settlement of these third-party claims but, 
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on the other hand wasn’t it HICOG that set up the system whereby the 
Army was to settle these third-party claims ? 

Mr. Wotrr. I have to say “Yes and no.” 

Mr. Curtis. In other words, you set up the council, so actually you 
could set policy. 

Mr. Wotrr. We set up—no—we set up the council, sir, let’s say it 
was a joint decision of the Army, STEG, and HICOG to set up such a 
council, and the council itself decided or recommended to the High 
Commissioner, to the Army, and to STEG, that the Army settle third- 
party claims. So it was a joint undertaking. 

Mr. Curris. But the council would still have authority, would it 
not, to set general policy along the line the chairman has suggested / 

Mr. Wo rrr. Certainly the council could make recommendations 
through the High Commissioner and each of their higher offices to 
the Department of the Army. 

Mr. Curtis. I mean the council is set up to do this. The council 
gave authority to the Army to settle third-party claims. My question 
is: Couldn’t the council, having the basic authority, make a suggestion 
along the lines the chairman of the committee and Mr. Lantaff have 
brought up? 

Mr. Wo rrr. It is a little in the reverse. The council made the deci- 
sion that settling of third-party claims did not come within the scope 
of the council. That was strictly an Army proposition. 

Mr. Curtis. Thank you, Mr. Lantaff. 

Mr. Lanrarr. Information has been developed by this committee 
that Trucks & Spares negotiated with other foreign governments in 
the acquisition of surplus United States property which was given to 
those countries under our foreign-aid program. 

What steps do you think can be taken by this country, either admin- 
istrative steps or legislative action, to prevent this surplus equipment 
that we are giving to other countries to aid them in their mobilization 
program from being just sold outright for profit and gotten into the 
surplus dealers’ channels ?¢ 

Mr. Wotre. Well, I think there that in the equipment that we give to 
other countries where it is an outright gift for mobilization, that we 
tie some strings to it and say they cannot dispose of this equipment. 

Mr. Lanrarr. Do you think that could be done administratively, 
without any legislative action, by the State Department under the 
MDAP program / 

Mr. Wo re. I haven't read the legislation on this, but I think it 
could. 

Mr. Lantarr. And you think it should be done? 

Mr. Wotre. Yes. Now, of course, when we do that, we run into 
other problems. We run into the problems of what do we do—sup- 
pose they have some surplus trucks in this X country, what do we do 
with them? 

You turn them back to the American organization in that country. 

Who is the organization? That is the embassy. What does the 
embassy do with them? They again, I would say, for the most part 
they are overloaded now, and then you create another small or large 
organization to dispose of what could—remember, so much of this 
when it comes out is junk. 

Mr. Lanrarr. By strings being attached to it, provision could at 
least be made that before that surplus property was disposed of by a 
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foreign country, they would have to obtain approval by appropriate 
authorities in this country and then screen the agencies in this coun- 
try to determine whether there was a need for it here before being 
authorized to dispose of it. 

Mr. Wotre. Getting back to my statement on war assets here, every 
time you add a string to it, there are a lot of other strings popping 
up over here. 

Mr. Lanvrarr. One of the things the committee had before it and 
we expressed some concern about was this British Office of Surplus 
Liquidation or whatever it was, British Ministry of Supply, who were 
disposing of Dodges and Fords and Chevrolets and all other standard 
make United States cars as surplus equipment, and yet at the same 
time we were sending to Great Britain under the foreign-aid pro- 
gram similar items of equipment. 

The thought was expressed that there should be set up in the State 
Department some sort of an agency that would screen the needs for 
MDAP and determine whether or not there was available as surplus 
equipment in any of the agencies that could be used for MDAP rather 
than purchasing new equipment. Do you think that is a sound 
approach to it? 

Mr. Worrr. I do. Somebody must screen requirements versus 
availability. 

Mr. Lanrarr. It is my understanding that is a function of GSA 
at this time. Am I correct in my assumption? Mr. Kennedy, am 
[ correct in my assumption that it is the function now of the GSA to 
screen the needs of all agencies of Government and determine whether 
w not there is available within one agency surplus equipment which 
could be used by another ? 

Mr. Kennepy. Mr. Lantaff, the excesses within a domestic agency 
are declared to GSA. GSA is not enabled to take the step of going 
in and determining what is excess within an agency; however, once 
it has been declared excess by such an agency, the General Services 
acquires jurisdiction for the purpose of allocating it to other agen- 
cies within the Government who may have need for it or declaring 
it as surplus when a check of all agencies determines that the Govern- 
ment has no longer any use for it. 

Mr. Lanrarr. Do you know whether or not General Services Ad- 
ministration has been in communication with you to advise you that 
certain surplus items were available and to determine whether or not 
you had need for any such items in HICOG? 

Mr. Wore. They haven’t to the High Commissioner’s office ; no, sir. 
I don’t know whether that extended outside the United States or not. 
I doubt that it does. 

Mr. Kennepy. The statement I made applied, of course, only to 
agencies within the United States. It has no bearing on overseas ac- 
tivities. 

Mr. Lantarr. In other words, there is no attempt made to determine 
what is needed in various theaters throughout the world, to determine 
whether or not surplus items in one agency can be used, for example, 
in the MDAP program. 

Mr. Kennepy. No, sir; that is the reason why consideration among 
the committee members in their previous cross-examinations of wit- 
nesses had to do with whether or not it would be well to create an inter- 
departmental committee. 
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Mr. Lantrarr. The:thought has been proposed that an interdepart- 


mental committee be set up composed of representatives of the De- , ou 
partments of Commerce, State, the service agencies, and any other nN 
affected agencies to deal with this problem of surplus equipment and 5 tl 
to determine whether or not such items of surplus could be used by t] 
other agencies. is 


Do you offhand think that might be an approach to this problem ? 

Mr. Wotrr. May I say this off the record ¢ 

Mr. Lantrarr. Yes. 

(Discussion off the record.) 

Mr. Worre. First your interdepartmental committee, in my opinion, pd 
does not work. Second, seaadoly, some agency, or some person must a Yr 
have the authority to say that is the number of vehicles or the types of ; 
mimegraphing machines or electric typewriters or what not, that is s ¢ 
what you can justify, that is what you get. 

Mr. Lantrarr. That over-all agency, assuming it is GSA, would 
have to have authority over the military in the same way, and I can fe 
envision considerable difficulty in getting through this Congress any > 
bill which would give GSA the power to make the milit: ary justify 
their needs, 

Mr. Wotre. May I again speak off the record / 

Mr. Bonner. Off the record. 

(Discussion off the record. ) : 

Mr. Lanvarr. Getting back to their other problem, suppose in , 
Korea we have a thousand new 214-ton trucks over there which have 
just been shipped in, arriving now, and the cease-fire works out and 
there is only need for a hundred of those vehicles to be left over there 
and there are 900 left. There is no basis at the present time to chan- ! 
nel those 900 trucks that are over there into the MDAP program and 
save buying a thousand new trucks or 900 new trucks in this country 
and sending them to the Army. 

Mr. Worre. The Army has the responsibility of MDAP as well. , 

Mr. Lanrarr. I thought it was under the State Department. . 3 

Mr. Wotre. They have the responsibility for screening the equip- : 
ment and equipment requirements under MDAP and then turning it 
over to the State Department. Why wouldn’t they ship the 900 . A 
trucks to Europe? 

Oh, if nothing else, why not ship them to the European Command ? 
Undoubtedly the American portion of MDAP will need the equipment. , 
That i ' still within the Army. 

Mr. Lanrarr. Do you know whether or not the Army does anything 
like that now insofar as MDAP is concerned? My impression is that 
they don’t. 

Mr. Woture. I wouldn’t be certain. Well, yes; I am quite certain 
that they have shipped a lot of equipment from the European Com- 
mand into certain parts of the MDAP program. I don’t know how ee 
much, what quantities, or what type. . 

The only thing I know about is hearing discusion of shipping cer- 
tuin items from one place to the other, communications equipment was 

one, recent Air Force tests, I think. 

Mr. Lanrarr. General Eisenhower is under the United Nations 
Command. So, how would he make known through the United Na- 
tions his needs to various agencies in this country which have surplus 
equipment ¢ 
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Mr. Wotre. One, I think we know the requirements. I am assum- 
ing General Eisenhower's headquarters would determine the require- 
ment of equipment for the whole command. Second, I believe that 
the Army does review the requirements any government submits for 
the MD: (P program, their technical requirements. Three, when that 
is received here, it could be screened against surpluses 

Mr. Lantarr. Do you know whether or not that is done 

Mr. Wore. No; I don’t know. That is just a theory of the way it 
could be done. 

Mr. Lantarr. This is rather foreign to our discussion now, but 
do you know the value of the military surplus equipment. which was 
reacquired by the various service agencies under the March 17 freeze / 

Mr. Wore. Yes, sir: I believe I have that here. The acquisition 
costs, I can give you both freezes, in fact. 

Mr. Lanrarr. All right. 

Mr. Wore. The first freeze of last fall, the acquisition cost of the 
equipment was $31,568,000, or at the 2l-percent valuation was 
96,629,000. 

Mr. Lanrarr. $6,629,000? 

Mr. Wotre. That is right. 

Mr. Lanvarr. That is the fall freeze ? 

Mr. WorrFe. Fall of 1950. 

Mr. Lantarr. That was the value of the equipment reacquired by 
EUCOM? 

Mr. Wotre. That is right, at the 21-percent figure, the six million. 

Mr. Lantarr. Yes. 

Mr. Wo tre. In the spring freeze the acquisition price totaled $21,- 
745,000, or, at the 21-percent valuation, $4,566,000. 

Mr. Lantarr. What was the difference between the screening that 
was done in the fall and the screening that was done in the spring? 

Mr. Woxre. The screening done in the fall was against strictly 
European Command requirements. The screening in the spring was 
against world- wide requirements. 

Mr. Lantarr. Then the action of this committee in requesting that 
that freeze be put on in the spring to rescreen for over-all world re- 
quirements actually resulted in considerable savings to the taxpayers 
of this country; did it not? 

Mr. Woure. I would say yes, sir; 21 million. That was broken down, 
3 million in motor vehicles spare parts and tools, 8 million in vehicles, 
10 million in signal equipment, 43 thousand in Quartermaster items, 
such as tarpaulins, picks, mattocks, gasoline lantern mantles, and 2 
hundred 36 thousand in engineering supplies. 

Mr. Lantarr. Were those sequisition costs ? 

Mr. Woxre. Yes, sir; or 21 percent of those figures. 

Mr. Lanrarr. Do you have the breakdown as to what services ac- 
quired that material? 

Mr. Woxrer. Yes, sir. Ordnance, roughly two million three; Sig- 
nal—I am sorry, I gave the 21-percent figure. Against the figures 
I just gave you are the acquisition cost, Ordnance, 11 million: Signal, 
10 million; Quartermaster, 43,000; Engineers, 236,000. 

Mr. Lantayr. Thank you. 

Mr. BONN™=R. Mr. Curtis. 

Mr. Curtis. I came in just as you were discussing the question of 
the freeze and perhaps you answered the question I have in mind, 
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but I want to be certain because I have some questions of my own along 
that line. 

As I understand it, the only steps taken in the freeze were to prevent 
any exporting of this equipment. What were the mechanics of freez- 
ing? What did you actually do? 

Mr. Wore. Every movement at the depot stopped at the minute the 
telephone call was made of the freeze, every movement of any kind 
at the depot stopped. 

Mr. Curtis. As far as taking anything out, let us say, in the usual 
routine ¢ 

Mr. Wotre. Nothing went out. 

Mr. Curtis. Here is the point I am getting at. I am trying to get 
the mechanics of the thing because we had previous testimony that 
indicated—maybe that is the best way to get to this—previous testi- 
mony indicated there were no guards on the buildings and that they 
had no over-all inventory of what was in the buildings; so, there was 
no possible way of checking whether things had been taken out or not. 

Now I was wondering if there was anything other than just issuing 
an order that HICOG did that would actually see to it that those 
goods remained there. 

Mr. Wotre. One, we didn’t issue an order. Understand, we could 
not issue an order to freeze the property. That must come from the 
Bonn Government at our request. 

Mr. Curtis. Did the Bonn government—— 

Mr. Wotre. We drove to Bonn on Saturday, the 17th, met with 
Dr. Graf. Dr. Graf called every depot at that minute, told them 
to shut the gates, not let another piece of property move out of the 
depots. A “representative from the Bonn government and from 
EUCOM or the High Commissioner’s Office was sent to each depot 
and remained there during the period of the freeze. 

Now, the natural question you probably have is: Does that effec- 
tively stop everything? 

Mr. Curtis. I know you wouldn't know that at your echelon, but 
we had previous questions along that line which indicated just what 
I said, that there was no over-all inventory and guards were not 
actually placed on equipment. 

Mr. Wotre. We had the inventory, but there was up to that minute 
quite a movement of property, regularly. There had been a tre- 
mendous amount of surplus property, and it had been moving; buyers 
are in and out every day; some of them take up the equipment and 
carry it with them. 

Mr. Curtis. You say you did have an inventory? Our previous 
information was there was no real inventory of property. 

Mr. Woxrr. I don’t know where that information came from; but, 

yes, STEG has very good inventories of the property. 

Mr. Curtis. Let me get back further then. Did HICOG have any 
inventory of the property that was turned over? 

Mr. Wore. No, sir. 

Mr. Curtis. It was just that the inventory STEG took? 

Mr. Wotrr. The Department of the Army has an inventory of what 
they turned over to STEG. STEG has an inventory of what they 
still have remaining unsold. They can also tell us what has been sold. 

Mr. Curtis. They make periodical reports; do they, STEG? 
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Mr. Wore. We require no reports from them. We are in no posi- 
tion to require reports from STEG, as such. ; 

Mr. Curtis. Does the Bonn government make reports ¢ 

Mr. Wotre. Not to us, but STEG does make reports, regular re- 
ports, of which they send us copies. 

Mr. Curtis. There was no combined inventory, though, which 
would enable us to determine what might have been taken out after 
the freeze order went on? 

Mr. Wotre. Yes; I thimk it could be determined. I think we could 
determine exactly what was in the inventory as of the day of the 
freeze. We know what the Army requisitioned against those stocks: 
we know what has been sold since the lifting of the freeze. We don’t 
know it, but STEG knows it. 

Mr. Curtis. I don’t want to belabor this point too far, except it is 
basic and the testimony, unless I am mistaken, the testimony that was 
previously received from certain Army personnel, who were over 
there, was that there was no inventory and no effective w ay of check- 
ing because we were very anxious to dig into that particular feature. 

‘Mr. Wore. Well, I am surprised at that statement, because they 
had an inventory—you had to go to the depot; you had to go to the 
depot. Now the question of reviewing the equipment, inspecting the 
equipment, brought about certain facts that the equipment wasn’t 
suitable. So, you couldn’t go by an inventory. You had to physically 
inspect the property. 

Mr. Bonner. Let me interrupt. Off the record. 

(Discussion off the record) 

Mr. Bonner. Before Mr. Curtis proceeds with his questioning, I 
would like Mr. Wolfe to know and the record to know that this com- 
mittee on August 7, 1950, in the Eighty-first Congress, requested a 
freeze from the Defense Department, Secretary of the Army, and of 
course the freezes didn’t take place until September 1950, and October 
1950, but this committee at a hearing on August 7 requested a freeze. 
So, the committee does have some feeling about what transpired be- 
tween August of 1950 and September and October of 1950. 

[ just wanted the record to show that. Now, Mr. Curtis, you may 
proceed. 

Mr. Woirr. May I clarify one point, Mr. Curtis? 

Mr. Curtis. Yes. 

Mr. Wotrr. On this inventory, I was at a loss to understand. The 
inventories were at the depots. STEG did not have a central inven- 
tory, physical inventory as such. The physical inventories were at 
the depots, but, of course, were in the German language and the no- 
menclature changed a great deal. 

So, when our “American officers looked at the inventory, it didn’t 
mean anything. They had to physically inspect the property for two 
reasons: One, to see what the item was, and, two, to see if the item 
was fit for further use. 

Mr. Curtis. That is more along the line of previous testimony that 
we did have a real problem because of our inventories. 

Mr. Bonner. It will be the pleasure of the committee, I imagine, 
to excuse Mr. Fletcher, because we have a situation today that we 
can’t very well take on another witness. So, if it is the pleasure of 
the committee to excuse Mr. Fletcher at this time, we will do so. With- 
out objection, Mr. Fletcher will be excused. 
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Proceed, Mr. Curtis. 

Mr. Curtis. lL appreciate, Mr. Wolfe, of course, that you or HICOG 
didn’t take over until 

Mr. Woire. September 1949. 

Mr. Curtis. And that the property was turned over from the 
OFLC to STEG on January 23, 1948, which was a considerable time 
before, but possibly from your records and files—I will put it this 
way: You have given us some testimony from the records and the files 
on that transaction; have you not ? 

Mr. Wotrr. Yes, sir. 

Mr. Curtis. I was trying to determine and perhaps from your files 
you can answer some of these questions, on what basis or what was 
the theory of turning over this property to the German Government. 
Was that according to a Federal statute or was that done through 
a policy move on the part of OFLC and the Bizonal Economic Coun- 
cil? 

Mr. Wotrr. There are two parts of it, sir. One is that property 
which was turned over directly to the Germans by the Army. 

Mr. Curtis. That was the captured-enemy-material program / 

Mr. Wotre. That is right, and the incentive-program material. 

Mr. Curtis. Incentive program was items 1 and 4, as I listed them. 

Mr. Worre. That is right. 

Mr. Curris. That was decided then on the basis of policy within 
the Army itself; is that correct? 

Mr. Wotre. That is correct, and on the basis that such materials 
could be more equitably distributed by German organizations than 
they could by the American Army. 

Mr. Curtis. Was that regarded as ownership vesting in the United 
States or 

Mr. Wotre. Title passed to the Germans and they later then agreed 
to certain repayment. 

Mr. Curtis. Repayment on that basis. Then the No. 3 item, which 
was Army surplus material, which included, of course, these trucks 
which we are particularly interested in—that was done under what 
policy ¢ 

Mr. Wotre. That was done under the Surplus Property Act and 
the policy of OFLC to dispose of this material to all countries on a 
bulk basis rather than attempt to dispose of it by smaller lots directly. 

Mr. Curtis. Then, in turning it over under that policy, the ques- 
tion of whether or not the Germans or the German economy could use 
these trucks would not be considered ¢ 

Mr. Woxre. No; I would say that is correct. 

Mr. Curtis. I was just using that as an example, whether or not 
the material was just turned over as a bulk proposition without a con- 
sideration of whether the Germans or the German economy could use 
the various items in there. Obviously, they couldn’t use these trucks 
from what you have testified. 

Mr. Wo re. I think there, sir, that at the time of the turn-over 
there was a feeling that the trucks very definitely could be used. The 
Bizonal Council did not have to accept this equipment. 

In other words, the Bizonal Council, the predecessor of the Federal 
Republic, purchased the equipment and in their minds there was a 
market for that equipment. But it turned out later that the market 
was not there. 
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Mr. Curtis. I don’t understand. How do you mean they purchased 
it? From whom did they purchase it ? 

Mr. Wortre. OFLC. 

Mr. Curtis. The Bizonal Economic Council purchased it from 
OFLC on a bulk basis? 

Mr. Wotre. On a bulk basis, yes, sir. 

Mr. Curtis. And they in turn sold it to STEG or title passed to 
STEG? 

Mr. Wotre. The Bizonal Council established the STEG corporation 
with the approval of the military governors, just as we established the 
War Assets Administration, the German Government established the 
STEG corporation 

Mr. Currtts. I see. Now what document or by what series of docu- 
ments did OFLC, acting for the United States Government, turn over 
this property to the Bizonal Economic Council ? 

Mr. Wore. By the usual surplus property agreement that they used 
in all of the countries, with one exception. The transaction had to be 
approved by the allied military governors. 

Mr. Curtis. Do you have a copy of that? Do we have a copy of 
that ¢ 

Mr. Worre. I believe you have a copy of it in the record. 

Mr. Bonner. We requested it. Has it been inserted ¢ 

Mr. Kennepy. Yes. 

Mr. Curtis. Do we have a copy or is a copy available of the paper 
or series of papers whereby the Bizonal Economic Council transferred 
to STEG and created STEG, giving them the title? 

Mr. Wo re. I don’t know whether we even have them or not, but if 
we haven’t we can certainly get them from the files of STEG. 

STEG, you understand, was originally established in August of 
1946, and at that time STEG was merely expected to dispose of that 
captured enemy material which was turned over for use by the Ger- 
mans. Then later these other things were added to STEG. 

Mr. Curtis. They would do it by an act or some other thing we could 
look to; is that right ? 

Mr. Wore. I am sure we can get such correspondence. It may 
take some time. 

Mr. Bonner. You will get that and supply it for the record ? 

Mr. Worre. I will write to Germany and get that. 

Mr. Bonner. It will be inserted at this point in the record. 

(The material referred to marked “Exhibit 49,” follows :) 


Exuisit 49 


DEPARTMENT OF STATE, 
Washington, September 11, 1951. 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 
My Dear Mr. Bonner: The Office of the United States High Commissioner 
for Germany has supplied the enclosed information requested by the Subcom- 
mittee on Intergovernmental Relations during the testimony of Mr. Glen Wolfe 
before the subcommittee on July 18, 1951. 
The information is as follows: 
1. Documents pertaining to establishment, responsibilities, and duties of STEG. 
(a) Agreement on Establishing a Limited Liability Corporation. 
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(b) Business Rule of STEG: Shareholders’ Assembly April 4, 1949, and 
June 12, 1950. 
(c) List of Members of the Board of Managers. 
(d) Organization Plan as of August 1, 1951. 
(e) Current Orders of German and United States Authorities, 
(f) Personnel Status of STEG. 
2. Names and addresses of persons believed to be associated with Mr, George 
John Dawson in STEG operation. (See p. 506.) 
Sincerely yours, 
Ben H. Brown, Jr., 
Acting Assistant Secretary. 
Enclosures: As stated above. 
PARTNERSHIP AGREEMENT 
AMENDMENT OF 28 JUNE 1951 
AGREEMENT ON ESTABLISHING A LIMITED LIABILITY CORPORATION 
§1 
The three States (Léinder) of the US Zone, Bavaria, Wiirttemberger-Baden 
and Greater Hesse, represented by their State Ministers for Economics and 
their State Ministers of Finance, found a limited liability corporation under 
the style: “Staatliche Erfassungs-Gesellschaft fiir 6ffentliches Gut mit beschriink- 
ter Haftung (StEG).” 
The corporation is located in Munich. 
The corporation has the following branch-offices : 
1) one branch office in Munich; 
in addition to the name of the corporation, it is styled: “Zweigstelle 
Bayern” 
its office being located in Munich; 
one branch-office in Stuttgart ; 
in addition to the name of the corporation, it is styled: “Zweigstelle 
Wiirttemberg-Baden” 
its office being located in Stuttgart; 
3) one branch office in Wiesbaden; 
in addition to the name of the corporation, it is styled: “Zweigstelle 
Hessen” 
its office being located in Wiesbaden ; 
one branch-oflice in Bremen ; 
in addition to the name of the corporation, it is styled: “Zweigstelle 
Bremen” 
its office being located in Bremen. 
The corporation is entitled to establish further branch offices. 


§ 2 


The activities of the corporation are conducted on a non-profit basis. Object 
of the agency is to take over, to inventory and to realize all kinds of material in 
execution of tasks given to the corporation by the Occupation Powers, the 
authorities of the United Economic Areas and the States (Liinder) of the US 
Occupation Zone. 


~) 
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§ 3 


The original capital of the corporation amounts to___- ee 
twenty-one thousand German marks—; 


Holders of original shares are 


ee Roe OM gh, ee ee EE 5 DM 12,000 
twelve thousand German marks 

a) The Leed WGrttembers- adem... DM 4,000 
four thousand German marks : 

Oy ree ee Crete GN kn oss nese DM 4,000 
four thousand German marks 

4) The Free Hanse Town Bremen_.______.................... DM _ 1,000 


one thousand German marks 


The original shares will be deposited in cash. The shares cannot be sold. 
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Agreement is made that varying from the quota of shares, the quota of votes 
in the shareholders’ assembly will be twelve votes for Bavaria, eight yotes each 
for Hesse and Wiirttemberg-Baden and one vote for Bremen. 


§ 4 


The corporation has a supervisory board, consisting of seven members at least. 
lhe supervisory board is appointed by the shareholders’ assembly. The super 
visory board issues directives to the managers and supervises their execution, 


§ 5 


The corporation has at least two managers. The managers of the corporation 
and the head clerks empowered to sign for the firm are nominated and recalled 
by the shareholders’ assembly on proposal of the supervisory board. 

The corporation is represented by two Managers or by one manager together 
with one head clerk. 

The branch offices in Munich, Stuttgart, Wiesbaden and Bremen are represented 
by two managers or by one manager together with one head clerk. 


$6 


(1) Audit of the corporation will be executed pursuant to the appropriate law 
on limited liability corporations. 

(2) The expert auditor is nominated by the shareholders’ assembly (State 
Minister for Economics and State Minister of Finance of the three States 
(Linder) concerned in accordance with the supreme audit office of the Land 
in which the corporation is located.) The general direction pursuant to which 
the auditor is to effectuate the audit will be agreed upon between the share 
holders (State Minister for Economics and State Minister of Finance of the 
three interested Liinder) and the Presidents of the audit offices of the States 
(Liinder) concerned. (§ 110 a sect. 1 and 2 RHO). 

(3) The audit offices of the shareholding Liinder are equally and unrestrict 
edly entitled to inspect the establishment and to check the books and files of the 
main, branch, and any other offices of the corporation in accordance with § 113 
section 1 and 2 of RHO. 

§ 7 


The business year is the calendar year. 





Business RULE OF STAATLICHE ERFASSUNGS—GESELLSCHAFT FUR OFFENTLICHES 
Gut M. B. H. (SvTEG) 


Authorized by Resolution of the Shareholders’ Assembly on 4 April 1949 and 
12 June 1950 (Partnership Agreement Certified by Resolution of the Super- 
visory Board on 13 May 1949 and 19 May 1950) 


§ 1 
ASSEMBLY OF SHAREHOLDERS 


1) The assembly of the shareholders determines the principles of the corpora- 
tion’s economic and financial policy. 

2) The Liinder Bavaria, Greater Hesse and Wiirttemberg-Baden, as share 
holders, are represented by their Ministers of Economics and Finance. The Free 
Hans Town Bremen as shareholder, is represented by its Senator of Economics. 

3) The Ministers and the Senator may send substitutes to the assembly 
Chairman of the shareholders’ assembly is the eldest member, in absence of all 
Ministers and of the Senator the representative highest of rank and, if they are 
of equal rank the eldest in service. 

§ 2 


SUPERVISORY BOARD 


1) The supervisory board consists of 
3 representatives of the Land Bavaria, 
2 representatives of the Land Greater Hesse, 
2 representatives of the Land Wiirttemberg-Baden, 
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1 representative of the Free Hanse Town Bremen, 

3 representatives of the Economic Council, 

1 representative of the Administration of Economics, 

1 representative of the Trade Unions, 

1 representative of the Chambers of Commerce & Industry. 

2) The shareholders’ assembly is authorized to appoint up to two more mem- 
bers of the supervisory board. 

3) The supervisory board elects from its members one president and one 
vice-president for the period of one year. Re-election is permitted. 

4) The members of the supervisory board are permitted to claim compensa- 
tion for their expenses as far as they had been caused in the interest of the 
corporation. The balance being accepted, the shareholders’ assembly may grant 
an adequate compensation to the members of the supervisory board. 


§3 
THE LABOR COMMITTEE OF THE SUPERVISORY BOARD 


1) The supervisory board forms a labor committee out of its members, to 
which belong: 

2 representatives of the Land Bavaria, 

1 representative of the Land of Greater Hesse, 

1 representative of the Land Wiirttemberg-Baden, 

1 representative of the Free Hanse Town Bremen, 

1 representative of the Economic Council. 

The president of the supervisory board and his substitute are always members 
of the labor committee. 

2) In the name and by order of the supervisory board, the labor committee 
will execute the following (e. g.) tasks: 

a) to supervise the managers, 

b) to work on propesals for the shareholders’ assembly concerning 
nomination and recalling of managers and head clerks (§ 5 sect. 2 of the 
Partnership Agreement), 

c) to grant authorization from the part of the supervisory board to 
nominate agents, 

d) to prepare meetings of the supervisory board. 

3) The labor committee of the board of directors meets according to require- 
ments—as a rule, once in a month. 


§ 4 
ORGANIZATION 


1) The corporation has a main administration (Main Office) and several 
branch offices and accounting agencies. 
2) The administration has the following departments: 
Main Department I, General Administration and Finance, 
Main Department II, Acceptance and Liquidation, 
Main Department III, Technics and Sales, 
Main Department IV, Ammunition Program. 
Within the Main Departments, I, II, and II1, several chief sections may be 
formed. 
§ 5 


MANAGEMENT 


1) The convention of the managers forms the executive committee of the 
corporation. 

2) The convention of the shareholders nominates one manager president of 
the supervisory board. 

The president of the supervisory board nominates one of the managers his 
representative. 

3) The president of the supervisory board is authorized to direct all managers 
and agencies of the corporation. 

4) The managers in charge of a main department are authorized to direct the 
chiefs of the branch offices (Zweigstellenlieter). If the chief of a branch office 
is of opinion that he cannot act according to such a directive, he will inform 
the directing manager, stating his objections, in which case the manager will 
osk for a decision of the president of the supervisory board. This decision is 
detinitive. 
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5) The managers in charge of a branch office are limited to the managing 
tasks of their branch office. 

6) After approval of the annual balance, the shareholders’ assembly may 
grant an adequate annual closing compensation to the managers. 


§ 6 
NOMINATION OF AGENTS 


Agents are nominated by the supervisory board. Preliminary agreement of 
the labor committee of the supervisory board is necessary. The nomination will 
indicate for which department authorization was given. 


§ 7 
CONCLUSION OF CONTRACTS 


1) If, apart from sales contracts within compass of current business trans 
actions, the corporation has to assume contractual obligations which in the indi 
vidual case surpass the sum of DM 200,000.—or which require an annual output 
surpassing DM 200,000.—, the executive committee (board of managers) has to 
obtain authorization of the supervisory board. 

If there is no time to obtain the agreement of the supervisory board, the legal 
transaction will be closed reserving the authorization of the supervisory board 
and the matter will be submitted to the board without delay. 

2) With the exception of sales contracts within compass of current business 
transactions, the following contracts are to be closed by the competent managers 
of Main Office: 

a) Contracts by means of which one single obligation of more than 
DM 50,000.—is assumed, 
b) contracts concerning an annual output valuing more than DM 50,- 
000.—, 
c) all commercial labor contracts within special programs. 
The competent managers of Main Office may charge the branch officers with con- 
clusion of such contracts. It is inadmissible to avoid this directive by closing 
contracts with regard to the one and same object. 

3) If the matter is urgent for weighty reasons, contracts quoted under 2) 
may be closed by the branch offices themselves, but only with the express reserve 
that the validity of the contract depends on authorization of the competent 
manager of Main Office. The branch office is to lay down this reserve in the 
contract, 

4) All contracts not subject to 1) and 2) may be independently closed by the 
branch offices; there is, nevertheless, in every case, copy of the contract to be 
forwarded to the competent manager of Main Office. 

5) Within compass of articles 1-4, contracts for aims of district and ex- 
terior agencies will be closed by the branch offices, resp. by the competent Main 
Department of Main Office, contracts of all other agencies, those of the account- 
ing Offices included, are closed by the competent Main Department, 

6) The conclusion of employment contracts as well as the sale of property 
within compass of the corporation’s task ( § 1 ) is effected pursuant to order 
of the competent manager. 


§8s 
ACCOUNTS 
With regard to accounts, Main Department I gives the necessary instructions. 
§9 
BANKING ACCOUNTS 
1) Main Office has banking accounts with the “Bayerische Staatsbank” (Bavar- 
ian State Bank) and “Landeszentralbank” (Central, Bank of the Land). 
Branch and accounting offices have accounts with the State Bank of their 
Linder. 


Besides, post-office transfer accounts and, as far as necessary, more banking 
accounts may be kept. 
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2) The district and exterior agencies, explosives-works, explosives-groups, 
explosives-agencies and depots as well as other STEG agencies are to have bank- 
ing accounts—according to their necessities—with a State bank or a public 
legal credit institute of their residence, if possible, if not possible or advantageous, 
with another monetary institute. 

3) All banking accounts will be made out to the style of the corporation 
located in Munich and with adequate supplementary styles in case of branch 
and accounting offices and of other agencies. In case of withdrawals, common 
signature will be provided. The chief administration of the corporation will 
have right of disposal through at least two managers identified by the bank. 


§ 10 
PROCEDURE OF TRANSFER 


1) With regard to transfer of captured enemy material, the corporation acts 
according to the orders given by the competent Occupation Powers. 

2) Other public property will be transferred according to agreement of the 
corporation with the competent German and Occupation agencies. 

3) Acceptance of US material is effected by order of the competent German 
authorities. 

§ 11 
EXECUTION OF SPECIAL TASKS 


1) If the corporation is charged with tasks extending to the area of an Occnu- 
pation Zone or to the area of one or several Liinder, these tasks are to be ac- 
counted for separately. 

2) As far as the Presidents of Cabinet Councils or Ministers of the Liinder 
of the US Occupation Zone have already charged the predecessors of the branch 
offices in the Liinder Bavaria and Greater Hesse with special tasks (e. g. dis- 
posal of private property blocked in transit in the period of surrender), the 
corporation is to execute them, 

§ 12 


1) This business rule becomes effective on the date of authorization by the 
shareholders’ assembly. 
2) The hitherto valid business rule is abolished. 


Board of Managers of STEG and Competency of Managers pursuant to status of 
1 Aug. 1951 


Dr. Jose Wollnik, Pflegerstr. 28 | Manager General, Presi- | Chief management, right of directing 


’ 


Munich-Obermenzing. | dent of the Corpora- the other managers: 
tion. | 

Rudolf Deschermeier, Nibelungenstr. | Manager a ..| Management of Main Department I— 
3, Munich, | Finances & Administration. 

Robert Baron v. Gumppenberg, Tiir- | Manager _...| Management of Main Department IT— 
kenstr. 106, Munich. | | Acceptance & Liquidation 

Head engineer, Erwin Kurz, Straus- | Manager__-_..-- ..-----| Management of Main Department ITI— 
weg 38, Stuttgart. | Technics & Sales. 
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Munich, 1 August 1951. 
CURRENT ORDERS OF GERMAN & US AUTHORITIES PRESENTLY PLACED wirH STEG 


I. Liquidation of former German Wehrmacht property in the US Occupation 
Zone of Germany: 

1) Realization of the remaining captured enemy material (CEM) turned 
over to STEG by the US Army, by order of the States (Linder) of the US 
Occupation Zone and of US Military Government. (Resolution of Directory 
of former German State Council of 12 Aug 1946.) 

2) Take-over and realization of former Wehrmacht property within the 
US Occupation Zone, which property is ownerless or in unrightful posses- 
sion (so-called “Stray Goods”) as provisory managers for the States 
(Liinder) of the US Occupation Zone, resp. for the German Federal Republic. 

3) Realization of the remaining powder and explosives stocks resulting 
from demilitarization of German and foreign ammunition, or turned over 
to STEG within the US Occupation Zone. (Resolution of Directory of 
former South-German State Council of 12 Aug 1946; letter BICO, Commerce 
& Industry Group to STEG dtd. 4 Feb 1949.) 

4) Realization of the remaining aircraft motors resulting from dismount- 
ing of German planes by order of the States (Linder) of the US Occupa- 
tion Zone and of US Military Government. (Resolution of Directory of 
former South-German State Council of 12 Aug 1946.) 

5) Contiscation of proceeds from sales of captured enemy material, which 
sales were effected before STEG was established (so-called “Old CEM 
Proceeds”) by order of US Military Government. (Letter OMGUS to Mili- 
tary Governments of the States (Liinder) of the American Occupation Zone 
dtd. 28 Aug 1947; letter RGCO to GER dtd. 3 Sept 1947.) 

II. Liquidation of the US Deal closed by the former Administration of the 
United Economic Areas (present German Federal Republic) with the Govern- 
ment of the United States of America, in the end of 1947 and in the beginning 
of 1948: 

1) Realization of the remaining US Army surplus property, individually 
or under the SIM Program and the Bulk Deal turned over to STEG, by order 
of the Federal Ministry of Economics (letter BECG, Consumer Industries 
to VAW dtd. 10 Sept 1947; letter HQ EUCOM, Service, Supply & Procure- 
ment Division to Bizonal Control Group US/UK dtd. 22 Jan 1948; letter 
Vfw to STEG dtd. 27 Feb 1948; agreement Vfw and STEG on 24 Feb 1949.) 

2) Collection of proceeds resulting from sales of US Army surplus prop- 
erty effected before the establishment or without mediation of STEG (so- 
called “Old US Proceeds”) by order of the Federal Ministry of Economics 
and the US Military Government. (Letter of Vfw to STEG, dtd. 15 March 
1948; letter BICO, Commerce & Industry Group to STEG dtd. 20 Mar 48.) 

III. Acceptance and realization of supply goods which the US Army requisi- 
tioned in the US Occupation Zone of Germany and which are no more needed 
(so-called “IPM Program’), by order of the Federal Ministry of Economics. 
(Letter Vfw to STEG dtd. 21 July 1948.) 

Mr. Curtis. It is the opinion of your general counsel, is it not, that 
the papers whereby property was transferred from the United States 
Government to the bizonal Economic Council, that there was no re- 
capture provision in that? I am speaking of recapture apart from 
this requisition idea. 

You are familiar with the recapture clauses that were inserted in 
our donable property program here within the United States, are you 
not / 

Mr. Wotrr. Yes, sir, very well. 

Mr. Curtis. There were no recapture provisions along those lines, 
were there ? 

Mr. Wotre. No, sir, no recapture clause in the contract in Germany 
any more than there was in any other country. There was no re- 
capture clause in there. I suppose if we had demanded payment and 
they refused to pay, probably we could take some legal steps to re- 
capture, but other than that, no recapture clause. 
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Mr. Curtis. There was no way whereby we could insist that certain 
things not be done with this property / 

Mr. Wore. No, sir. Of course, all property sold to Germany was 
what we called at the time demilitarized. Now since Korea maybe a 
truck is a military item, but at that time it was not a military item. 

Mr. Curtis. Now the definition or the determination of whether it 
was demilitarized, I presume, was the Army’s screening that estab- 
lished that ¢ 

Mr. Woxre. That is correct. 
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Mr. Curtis. Would you say this is a fair statement, that at the time 
this was done that it was anticipated that STEG would simply turn 
around and make a contract similar to the one they made with Trucks 
& Spares, which really turned over to private individuals the job of 
disposing of all the trucks and spares ? 

Mr. Wotrr. No, I would say it was not anticipated that that would 
happen. Yet at the same time I don’t think we were inclined—and I 
am expressing a personal opinion and not an OFLC opinion on it—to 
tie any strings to how it was disposed of any more than we would to 
the equipment we sold to France or England. 

Mr. Curtis. The point 1am making is this: That STEG, first of all, 
the United States turned it over to the bizonal Economic Council, and 
they in turn turned it over to STEG, the purpose being to dispose of 
it ina way that would benefit the German economy presumably. 

Mr. Wo tre. Not entirely, sir. 

Mr. Curtis. What else would be the purpose ¢ 

Mr. Wotre. The benefit of the German economy over-all, yes, I 
would say that interpretation, that is the only reason the bizonal 
ouncil would purchase it, it is probably the only reason we would sell 

; but we must keep in mind that the bizonal Council, which was at 
that time the Government of Germany, signed, if you will, a promis- 
sory note, an agreement to pay for that material. 

Now the restrictions we had—at that time I don’t suppose they even 
existed, restrictions we have now against shipment of certain items 
to Russia or the satellite countries, the restrictions we have against 
importing certain items into the States, would be sufficient to take 
care of us. 

Mr. Currts. Actually it seems to be in the nature of a continuing 
contract or a contract that is to be performed not all at once but over 

period of time. 

Mr. Wotrer. In effect the STEG corporation employed Dawson, if 
you will, saying, “We give you an option on this automotive — 
ment,” and ‘they felt at that time that that was a pretty good deal 
because these trucks had been lying in open storage then for up to 5 
years, and they say, “For 5 years we haven’t gotten a nickel out of 
these; here is a guy that will go out and act as an agent.” 

Mr. Curtis. In other words, that is just exactly my interpretation 
of what they did. Instead of doing the job they were set up to do, 
they simply turned it over to a private individual or a private cor- 
poration to do that which was expected of the organization itself. 

Mr. Wotre. We did the same thing, sir, in War Assets Adminis- 
tration. 

Mr. Curtis. Did you take in that material in War Assets and turn 
over all the assets in a certain category to a company and let them 
sell out ¢ 

Mr. Worrr. We did a little differently. We hired a contractor, I 
think it was in Salt Lake City, if I am not mistaken, where we had 
a huge surplus depot, and we made a contract with this fellow that 
he should conduct this sale, and I don’t know whether it was for a 
fixed fee or a commission, but we said here is the whole depot, you sell 
it and get the most you can out of it, and I forget at this time whether 
we said we will give you 1 percent of what you get for it or whether 
we will give you a fixed fee. I don’t recall. 
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Mr. Curtis. In other words, you would say then in fairness that 
the contract STEG made with Trucks & Spares of Dawson would 
be a comparable contract to the contracts made with War Assets? 

Mr. Wore. I would say so; yes. 

Mr. Curtis. Now would War Assets, if they made such a contract— 
or did they—examine who the parties were, examine into the back- 
ground and character of the parties with whom they made such an 
over-all contract ¢ 

Mr. Wotre. Oh, yes; indeed. 

Mr. Curtis. What would be your reaction if Mr. George Dawson, 
who was the main operator in this particular Trucks & Spares, were 
a man who had been convicted in black marketing in England and 
had a background of that nature? 

Would you feel that a contract of this nature would still be all right 
as long as he could perform it? 

Mr. Wore. If I had been in the STEG Corp., an official of it, I 
would never have approved a contract with Dawson, as they did. No; 
1 wouldn't. 

Mr. Curtis. Now, then, that was a continuing and is a continuing 
contract, is it not, the contract between STEG and Dawson ? 

Mr. Woirre. Yes. He agrees to dispose of the vehicles and to get 
roughly $3,200,000 for them, and I don’t know whether it has been 
cancelled vet or not. 

Mr. Curtis. That is what I was coming to. It seems to me, in light 
of all the investigation, and what we have found out about Dawson 
and the fact that he can’t even come into Germany because he might 
be arrested, why wasn’t some effort—or was some effort made on the 
part of the HICOG to ask the German Government to cancel such 
contract ¢ 

Mr. Wore. No, sir. We did not and we feel definitely should not 
interfere with the internal operations of STEG. We have established 
the Federal Republic of Germany by the occupation statute. They, 
in turn, have established a corporation to handle their surplus. 

As far as we know, and during the vears prior to the occupation 
statute and during which we watched the operations which the Army 
did, things went along very well. They were doing a reasonably good 
job, when this was made a perfectly free part of the Federal Republic 
of Germany, and we could not and certainly would not step into the 
internal operations of STEG and give, if you will, the Russians a 
very fine opportunity to come back and say, “See what we told you. 
The Federal Republic is not a free Republic of Germany. It is merely 
a puppet government of the Allies.” 

Mr. Curtis. I would appreciate that if it weren’t for the fact that 
we are talking about a billion dollars of our property. 

Mr. Worre. No, sir. 

Mr. Curtts. Wait a second. A billion dollars of our property orig- 
inally, which we turned over to them almost—well, it was really on a 
gift basis. We gave it to them at 21 percent, so the figure actually 
was 200 million, but at the same time instead of paying for it, it was 
simply a promissory note. 

So it seems to me the United States Government has a very legiti- 
mate interest in this property, particularly as we did give it to them 
on these very favorable terms in order to rehabilitate the economy. 
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I don’t see where we lost any interest in this property under those cir- 
cumstances. 

Mr. Woxre. I do, sir. We made an agreement. We sold to the 
Federal Republic of Germany $845,000,000 worth of equipment for 
$200,000,000. We were happy in the deal, we got 21 percent which 
was more than War Assets got. 

Mr. Curtis. We didn’t get it. That is the point. 

Mr. Wo rre. I am sorry, sir. They agreed to pay. We have not 
made a demand upon the German Government to pay it. I have no 
reason to believe they wouldn’t pay it if it was demanded of them. 

But it is no different, there is no difference between that and your 
going down here today and buying an automobile and you paid $250 
for that automobile, or a thousand dollars , and you turn around and 
sell it for $250; the fellow that sold it to you, you have no interest be- 

cause you sold it to the man for only $250, no reason why you still have 
an interest in what he does with the ear. 

Mr. Curtis. Wait a second. We are doing something here, we 
are giving them a special consignment because we are trying to help 
them really, It is very comparable, i in my opinion, to our donable 
property that we established over here, and there we tied strings to 
it. Yet we tied no strings legally apparently over there, but my next 
question was this: 

Even though we failed to tie strings—and I certainly think we 
should have tied strings onto that property—even though we failed 
to do it, it seems to me that the situation is such that we have a very 
definite interest in that $840,00,000 worth of property, to see where 
it goes and what is done with it and who handles it, and particularly 
in the situation we have in Europe at this time. 

Mr. Wotre. Mr. Curtis, I am sorry; I can’t see it that way. If that 
is true, then we and the Government, the War Asets Administration, 
by the same logic, have a definite interest in the jeep we sold, the 
brand new jeep we sold to a veteran for 21 percent of its acquisition 
cost. 

Mr. Curtis. I don’t like to draw an analogy between a defeated 
country like Germany and our veterans where we definitely were 
willing to give them a gift. We are talking about a very practical sit- 
uation over in Germany, and it is practical because some of this equip- 
ment got into the hands of our enemies in Russia and the satellite 
countries. I think the analogy is a most unhappy one. 

Mr. Wore. Well, probably so, sir, but we asked for 21 percent of 
the value, and don’t forget this, too, sir; that when we said 21 per- 
cent of its acquisition cost, over 90 percent of that equipment, the 
same as right here in the States, in our own surplus, was used equip- 
ment and much of it was outright junk. 

So we are talking about 21 percent of the acquisition cost of a jeep 
with a 50-caliber machine gun mounted on it, we are talking about 
a jeep which had the gun taken off of it, it was in most cases a badly 
sed jeep. 

Mr. Curtis. There was some of that, sir, but if you will pardon me, 
I notice you have emphasized the condition of that property through- 
out your statement, there was some of it that was brand new and 
some of it was in such good condition—in fact, I have seen some of 
it—and it was in such good condition that very little had to be done. 
You could acquire a truck for $200 and sell it for $4,000 in this coun- 


try, which was done. 
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It balances off, and I have always been in agreement that the 21 
percent figure was an exceedingly liberal one, and intentionally so, 
and because of the circumstances and the purpose behind our setting 
up the program, which was to assist the German economy and, in effect, 
we are donating a certain portion of that property, I would say, that 
we do retain a very definite interest in the property. That is my 
point. : 

Mr. Woetre. The property has been disposed of. Let’s speak of prior 
to Korea—prior ned, Bt I use that simply because we are using the 
prices there. The Germans have not made enough out of STEG 
property sold to pay the acquisition cost. 

Mr. Curtis. George Dawson has, and that is the point. You see, the 

point is that we find out now in retrospect—and I am not going to take 
retrospect, that is not a fair test, of course, we can always look back 
and see things which we might have done—but in retrospect we see the 
situation where instead of Germany getting the benefit of it, we find 
George Dawson, a convicted black marketeer of London, and a man 
who can’t even go into Germany because a warrant is out for him, he 
vetting the profits and they have been tremendous. 
That is what bothers me. In retrospect, in looking back, how could 
we have handled this in such a way that that would not have happened ; 
and how can we correct it right now, if you please?’ By doing what we 
can to get Dawson out of the picture and at the same time legislate 
for the future, so we don’t have it ? 

Perhaps, in my tone of voice I have seemed critical. I don’t mean 
it that way. I am trying to dig at this thing, and I appreciate your 
forthright answers. 

Mr. Fine. Don't you think it is a good time to develop the point 
that it is not just Dawson, that there be somebody who came from this 
country and is tied up with all these organizations and has the 


Is 


influence 

Will you develop that ? 

Mr. Curris. I will yield. I have finished my questions. 

Mr. Wore. Just a question of how do we avoid the operators: 
Again, we had them in War Assets; we had to stop them, and we had 
problems with big-time operators who wanted to make a quick profit. 
You are always going to have that trouble. That is with us, and it is 
going to be continually with us. How we would correct it, how we 
would prevent, if you will, the big-time operator from getting into 
$30,000,000,000 worth of surplus that we had in this country, 1 don’t 
know. Iam afraid that if we plugged all these loopholes, it would end 
up that we could not dispose of a nickel’s worth of property, and, in 
fact, that is what War Assets came very close to. 

There were so many strings tied to it, it was difficult to sell a piece 
of surplus property. How we rid ourselves of it for the future, I 
don’t know. 

Mr. Curtis. We may not have that problem again. 

Mr. Wotre. I hope not. 

Mr. Frxe. Perhaps the code of ethics the Congress is considering at 
this time for public officials may do the trick. 

Mr. Wo tre. I am afraid it will take more than a code of ethics for 
the George Dawsons. 

Mr. Bonner. Mr. Fine. 
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Mr. Fine. You did state you didn’t know Dawson personally; is 
that right ? 

Mr. Wore. No, sir; I do not. 

Mr. Five. You never met him. And you also state he was a big- 
time operator. Did you know whether he was going it alone, of your 
own knowledge ¢ 

Mr. Woxrr. No; I don’t think he was going it alone. I don’t believe 
he ever had $250,000. I think many others must have been involved 
in the whole thing. 

Mr. Fine. Did you know who they were / 

Mr. Wotrr. I think Monticone gave some of them. I don’t recall 
them offhand, but I can certainly get them for you, those that we think 
were involved. 

Mr. Fixe. The rumors were around ¢ 

Mr. Wo re. Yes. 

Mr. Fixe. Do you know whether or not these persons, whom you 
are going to name at this point in the record for my purposes, were 
tied up in any way with the STEHG officials ¢ 
Mr. Wore. No, sir. 

Mr. Fine. You don’t know that at all? 
Mr. Wott. No, sir. 


(The information referred to above marked “Exhibit 50.” follows:) 
Exuisir 50 


NAMES AND ADDRESSES OF PERSONS BeLIEvED To Br AssociaTep With GEORGE 
JOHN DAWSON IN STEG OPERATION (Listed in apparent order of importance) 


1. Dr. Paul Hagenbach, 32 Bahnhofstrasse, Zurich, Switzerland. 

2. Edgar Hess (Trucks & Spares), 2 Wiesenau, Frankfurt am Main, Germany. 
3. Jorge Karmin Mitchell (Trucks & Spares), Hotel Continental, Paris, France. 
4. Jacob Karlinsky (Trucks & Spares), Ritter Park Hotel, Bad Homburg, Ger- 

many. 
5. George J. Cockburn, Ritter Park Hotel, Bad Homburg, Germany. 
6. Horst Pelckmann, 10 Woehlerstrasse, Frankfurt am Main, Germany. 
7. Basil Mironoff, 24 Hohenschwangauplatz, Munich, Germany. 
8 Hans Wolfart, 24 Hohenschwangauplatz, Munich, Germany 
9. Charles Poletti, 24 Quai de Cologny, Geneva, Switzerland. 

10. Edgar M. Sutton, 9 Blvd. de Italiens, Paris, France 
11. Sanja Tateosian, Hotel Continental, Paris, France. 

2. Capt. F. E. Wykes, 39 Marche aux Souliers, Antwerp, Belgium. 

13. James Swanson, Colnbrook, London, England. 

14. John Witway, 20 Bolton Street, London, England 
15. Maurice Klein, 3520 Forbes St., Pittsburgh, Pa. 

16. George DeRandich, not available, New York, N. Y. 

Mr. Wore. May I speak off the record ? 

Mr. Bonner. Off the record. 

(Diseussion off the record.) 

Mr. Fine. Don’t you think that big-time operation flourishes be- 
cause of advance information given to somebody which is not publi- 
cized for everybody to take advantage of ? 

Mr. Worrr. In this case, probably the only advance information he 
could get was that there was going to be a war in Korea, or there was 
going to be a terrific defense program which would put a premium on 
these trucks. I doubt very seriously if he ever had any such advance 
information. There was no advance—— 
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Mr. Fine. He could have had advance information that there were 
18,000 trucks he could have gotten at a buy. 

Mr. Wotre. He could have had them anytime in the last 5 years— 
maybe not at that price. 

Mr. Fryer. And that STEG was willing to go along on a “consign- 
ment” basis. 

Mr. Worrr. I don't think STEG would have been willing to go 
aloug on a consignment, say 2 vears or even 1 year, prior to the time 
of the sale. They bought these trucks, and they felt that the demand 
was great, but the German economy came back and manufactured— 
got into production rapidly—more so 1 would say than any other 
E uropean country with the possible exception of Belgium, and started 
manufacturing the type of truck that the Germans needed; so they 
didn’t have to pay 50 cents for a gallon of gasoline. They could buy 
a gallon of Diesel oil and run an engine. It was a gamble whether 
German production would get back in time to meet the need or whether 
they would have to buy these old trueks and run them in order to stay 
in business. The German economy came back, so the trucks stayed 
in the depots. 

Mr. Curtis. On January 23, 1948, when OFLC made this contract 
with the bizonal council, they were under the State Department at 
that time, were they not, the Office of Foreign Mobilization ? 

Mr. Kennepy. OFLC at one time was independent, and then they 
came under the State Department. 

Mr. Curtis. There was another—pardon me. 

I am informed that the Office of Foreign Liquidation Commissioner 
was always part of State. It sueceeded the Army-Navy Liquidation 
Commission. 

Mr. Bonner. Mr. Wolfe, there is an interest in this subecommit- 
tee—this subcommittee requested two representatives be brought here 
from Germany, one from the High Commissioner’s Office and one 
from the European Command. I want to read you Colonel Willis’ 
testimony, who was sent here. Colonel Willis is speaking of the time 
of the freeze now. We were questioning why they didn’t get more 
property. Colonel Willis says: 





I would like to add one point. In the beginning of the STEG requisition in 
the middle of August, and the initial action, | held a meeting and had the tech- 
nical service send their representatives down to Stuttgart with the thought in 
mind that the STEG had central records there and that we could look at their 
records and determine what they had in their depots. When our representatives 
got down there and told STEG what they wanted, they found that STEG did 
not have central records. Each depot kept its own records, as I understand it, 
and in addition to keeping the records they naturally are kept in German; so, it 
is rather difficult for us non-German-spexnking people to look at records such as 
they keep and understand them. 

When that happened, which was before the freeze was put on, we tipped our 
hand, so to speak, as to our intentions. Immediately following, tremendous 
activity took place within the STEG organization and these international opera 
tors to remove physically from STEG depots everything they could. 

I do know, as | was told by the Ordnance representatives, that considerable 
amounts of Ordnance spare parts for vehicles were removed during the month 
of August, somewhere into the British zone. They were physically removed 
from the STEG depots near Mannheim, Germany, large quantities which 
Ordnance really wanted to get. Upto that point we had no authority. 

Mr. Lantarr. That was in August? 

Colonel WiLurs. That was in August before we had our authorities step in. 
A period of roughly 6 weeks elapsed. From about the 10th of August until, | 
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believe it was, about the 15th of September, a month elapsed when we had no 
effective control of freeze on this equipment, because we did not have the author- 
ity. We were searching into the problem. 

Now, you testified very highly for the STEG officials, and yet here 
is a representative sent here from the European theater, and to testify 
before this committee, who gives us a different picture. Of course, I 
realize you can’t speak for him, 

Mr. Wotre. No. 

Mr. Bonner. But it leaves the subcommittee, and it leaves me, in 
considerable confusion. Now, who is correct about this, whether there 
is a cooperative effort and a free desire on the part of STEG officials 
and the German Government to cooperate with us in this emergency, 
or whether there was not? 

Mr. Wo re. I would say, sir, there definitely was. 

Mr. Bonner. Then the evidence is conflicting. 

Mr. Woxre. Now, whether some of the property was moved out be- 
tween August 15 and September 18 when we in HICOG got the request 
from the Army to freeze the property, I cannot answer. I am sure 
of this: that if they had been told on August 15 that the property 
was going to be frozen—and it was frozen as of that day—there 
wouldn’t have been any problem whatsoever. 

Now, they may have said we are considering a freeze, no operations 
stopped, we did not ask STEG to stop their operations. Had we asked 
them to stop them, I am sure they would have. There is no question 
in my mind. 

Mr. Bonner. I just wanted to bring it out at this point to show 
you why the committee is somewhat confused. 

Mr. Wo re. If I may add one point. 

Mr. Bonner. Yes, sir. 

Mr. Wore. If they were told to carry on business as usual or not 
told to stop, if they had just carried on business as usual during the 
month, a lot of equipment naturally would have moved, because they 
were selling all the time. 

Now, I must, in all fairness, say that unless we were in a position 
to tell STEG to stop today, naturally they would continue on doin 
their business. So, in all fairness, I think the blame lies with us iad 
not with the German Government on it. 

My chronological memoranda say this: 

August 15: First notice by telephone call of Army interest in 
United States Army equipment and supplies in STEG depots. That 
is merely expressing an interest. 

August 23: Secretary of Commerce liberalized regulation relating 
to reimportation of United States surplus abroad. 

September 8: Memorandum from the Department of the Army 
General Staff notifying all. commanders in chief that requirements 
of—so-and-so—reacquisition of surplus items were waived and the 
following statement of policy promulgated by the Under Secretary 
of the Army governing the purchase by oversea commands by the 
Department of the Army of items which had been sold as Govern- 
ment surplus. 

On September 14: Cable from European command to Acting Chief 
of Staff G-4, Washington, in which EUCOM requested early authori- 
zation to reacquire STEG property. That was September 14. 
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September 18: A letter from EUCOM to HICOG officially re- 
questing the High Commissioner to direct STEG to freeze specific 
stocks held by STEG in their depots. 

It was frozen on that day. 

Mr. Bonner. All right, sir. Now, you said in your answer to Mr. 
Curtis that no payment has been made. You spoke, I imagine, in 
dollars and cents. 

Mr. Worre. That is right. 

Mr. Bonner. Now credits are being given on the American schol- 
arships in Germany under the Fulbright Act. 

Mr. Wo re. | wrote a letter to Chancelor Adenauer about 6 months 
ago stating that under the surplus-property agreement we would ask 
for an accelerated payment of 84 million deutschemarks of the sur- 
plus property to be used 4.2 million a year under the Fulbright Act 
for student exchanges. 

The Chancelor acknowledged that letter in a matter of a few days 
and agreed to that accelerated payment. We have not requested the 
first payment us yet. There are problems about the Fulbright Act. 

Mr. Bonner. Following along the line of this freeze and the activity 
that went on, here is a telegram to John Van Allen from George. 
That is George Dawson. It is dated Paris, October 4: 

Tried for 3 days to phone you unsuccessfully. Use discretion. Make com- 
mitment. Rumored that German-American authorities might requisition ve- 
hicles. Press your people for orders. 

Mr. Curtis. What year is that? 

Mr. Bonner. October 4, 1950. He says he had been trying for 3 
days to contact him. 

Mr. Wotre. That was in October. The freeze was on at that time, 
sir. 

Mr. Bonner. Yes, sir. He was pressing them then to complete ne- 
gotiations on transfers with STEG officials. Here is another. This 
is October 21; this is a reply: 

Vehicles requisitioned. Unable ascertain London hitch. Continued efforts 
appear purposeless. Regards, Dawson. 

This is another telegram to Van Allen. So, there is an indication 
here of something going on in the STEG depots a little different from 
the assurance you give. 

Mr. Wore. Well, I don’t want to overly assure you, but I again 
refer to our own probable delays in taking official action. In August, 
the minute this committee said we should freeze it, that was reported 
in all the newspapers. So, if anybody was trying to get surplus prop- 
erty, they would want to move in and get it. The official freeze did 
not take place until September. 

Mr. Bonner. That is a strange thing to this committee. I, myself, 
had to phone the Secretary of the Army personally, and I had diffi- 
culty getting to him. I left a message for him. 

This committee in 1950, I think the committee then had a vision 
of what was going to take place and saw this thing coming on. That 
is the reason we asked for the freeze in August of that year. It has 
been very discouraging to the committee to see how dilatory the Army 
was and National Defense, certain officials, in seeing this thing them- 
selves and doing something about it. 
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That is what has brought on the feeling that is justly right in the 
committee here for the protection of the people of this country, the 
taxpayers, the cost of the operation we thought then we would 
eventually be in. 

Now, I want to ask you about these claims. Will the claims be 
adjusted in American dollars or D-marks? 

Mr. Woxre. I would say that would depend upon what the buyer 
paid. If he paid in D-marks, it would be in D-marks. 

Mr. Bonner. Say he made payment in American dollars. He will 
get his down payment back; we all grant that. Now, it is an_antici- 
pated profit, and it was a transaction between the American Govern- 
ment and the German Government for entirely a different purpose. 

Now, the transactions took place in Germany. Why shouldn’t they 
be paid in D- a ks if there is a settlement of anticipated profits? 

Mr. Woure. Certainly I would say it was entirely up to the Depart- 
ment of the Army for determination. 

Mr. Bonner. That. is just the reason this committee is interested 
in this matter. That is the reason this committee asked the Secre- 
tary of the Army to submit these claims to this committee before 
they were adjudicated and paid. This committee is insistent on that 
today. 

Mr. Curtis. Will the chairman yield? 

Mr. Bonner. Mr. Curtis. 

Mr. Curtis. That is what I was trying to get out in finding out the 
authority of the council. The council may have decided to turn these 
third-party claims over to the Army, but it seems to me our discussion 
here and the questions asked and the points brought up by the chair- 
man point out the need of HICOG to have a direct concern with how 
these claims are settled. I would like to get your reaction. 

Mr. Bonner. Let me interject. I would much rather see the High 
Commissioner’s office adjust this matter than see the Army adjust it; 
Iam frank about it. T have great respect and regard for the military 
services, but I am telling you in transacting business they are just 
awful. 

Mr. Worre. May I say this off the record ? 

Mr. Bonner. Off the record. 

(There was discussion off the record.) 

Mr. Wo rr. Seriously speaking, the way we looked at it, and we 
think this is proper, certainly no objection to getting into it, but for 
the most part these claims are claims by American ¢ itizens. 

Mr. Bonner. Dawson is an American citizen. 

Mr. Wotre. Not all of them. Against an agency of the Govern- 
ment which in effect took the action of requisitioning this equipment. 
We facilitated it in HICOG. So, it is injecting a second agency, if 
you will, into the transaction. I question whether the High Com- 
missioner should s placed in a position of one agency of the Gov- 
ernment telling another agency of the Government, “Here, you have 
to pay this or you can only pay this much.” That is merely a personal 
opinion. I may be off base. 

Mr. Bonner. Going back to what is to be paid, I want the record 
to show the feeling, I think, of this committee. These American citi- 
zens knew this committee had asked for this freeze because it was 
headlined in the papers. 

Mr. Wotre. That is right, sir. 
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Mr. Bonner. And it was carried abroad in the press. 

Mr. Wotrr. I might say it brought abeut several telephone conver- 
sations by me asking “What do you want us to do!” 

Mr. Bonner. That was in 1950, right after the Korean trouble. 

Mr. Wore. That is right. 

Mr. Bonner. [ am very proud of the immediate action that this 
committee took at that time. Now, Mr. Curtis, you may proceed. 

Mr. Curtis. I just wanted to develop that one point. 

Mr. Bonner. Are you finished ¢ 

Mr. Curtis. Yes. 

Mr. Bonner. Mrs. Harden ¢ 

Mrs. Harpen. I would like to ask Mr. Wolfe what position did you 
hold with War Assets ? 

Mr. Wourr. I was Assistant Deputy Administrator for Plans and 
Policies, first served under Gen. George F. Doriot, who was Deputy 
Administrator; after him Gen. Gordon E. Textor; for a short time 
under his successor, Admiral Paul L. Mather. 

Mrs. Harpen. When did you leave War Assets ? 

Mr. Woure. March of 1947. 

Mrs. Harpen. You left War Assets March 1947. When did you 
assume your present position ¢ 

Mr. Wore. I have been in the Foreign Service since that time, and 
I assumed my present position at the establishment of the High Com- 
missioner’s office officially September 21, 1949. Actually, I had been 
in Germany for the State Department since May 20, preceding Mr. 
McCloy. 

Mrs. Harpven. You spoke of contracts being negotiated in January 
1949 with Trucks & Spares. With whom were those negotiations made / 

Mr. Worrr. Those negotiations were between the Trucks & Spares 
and the STEG Corp. 

Mrs. Harpen. I mean what individual representing Trucks & 
Spares / 

Mr. Wo rre. I don’t recall, I could look it up in the record. 

Mrs. Harpzn. Do you know Mr. Dawson ? 

Mr. Wore. No; I don’t. Never met him. 

Mrs. Harpen. Thank you. 

Mr. Bonner. What was the answer to the question Mrs. Harden 
asked about. 

Mr. Wore. I am assuming you were speaking of the contract nego- 
tiated between Trucks & Spares, or Dawson, and the STEG Corp. 
for these trucks. 

Mr. Bonner. The High Commissioner’s office had nothing to do 
with that ? 

Mr. Wotrr. No. 

Mr. Bonner. Before we leave, and I want you to take back with you, 
there is no desire on the part of this committee to interrupt or break 
up, inject any difficulty in the pleasant relationship between your of- 
fice and the German Government or the relationship between the 
American Government and the German Government. 

We want to do everything we can to improve that relationship. 

Mr. Worre. We are sure of it. 

Mr. Bonner. We want to look into whether or not STEG has some 
termites in it, and the evidence that we have had has led this committee 
to believe there has been some side transactions. 
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Now, Mr. Brownson. 

Mr. Brownson. While you are here I would like to develop another 
side of the STEG operation just to get a picture of it. I have had 
some considerable correspondence concerning some operations of 
STEG in the field of Navy surplus paint. 

This paint was sold, incidentally, to the Willi E. Kohlmeyer Co. 
at Bremen, a German concern. I would like to get a picture of the 
stuff that moved out of STEG into the regular German market to 
complete our picture of STEG’s operation. 

Mr. Wo tre. The biggest part of the surplus property, I may have 
to be corrected on this by one of the boys here, I believe, however, was 
in the field of consumer goods—quartermaster items such as clothing, 
food, medical supplies, signal equipment, a lot of signal equipment, 
radio equipment, items of that sort. These the STEG Corp. took and 
would convert them. They would take the cloth and dye it. They 
would take the old uniforms and take the buttons off and maybe dye 
the uniforms and maybe reshape and sell them. The food and medical 
supplies, of course, were channeled into the normal economy. The 
signal equipment, radio, et cetera, went into the economy, where they 
were in many cases dismantled, torn down, and rebuilt in the form 
of German radios. 

Mr. Brownson. Let’s look at this paint for an example. There 
were some 250 tons of it. This would be turned over to STEG by 
the Navy after screening and declaring it surplus? 

Mr. Wore. Yes. 

Mr. Brownson. After STEG had this material, do you happen 
to know what was their customary method of operation? How did 
they decide who got it? Did they advertise for bids? Did they issue 
a catalog? 

Mr. Wo.re. They issued a catalog. The system of bidding as we 
know it is not generally known in Germany. 

I know that because I was responsible for the construction of the 
housing development in Frankfort, and we put that out on bids, and 
we had to in effect teach them how to make the bids. But much of it 
was negotiated sales or over-the-counter sales. They advertised and 
widely advertised. 

Mr. Brownson. What type of price was quoted by STEG to a Ger- 
man firm on an item like this paint, for instance? Based on—what 
they thought the market would bear? Was it based on a definite 
markup over 21 percent of acquisition cost they had paid? Do you 
know anything heat the schedule ? 

Mr. Wo tre. I don’t know about the particular payment, but they 
did make these particular materials available almost at their cost-plus 
expenses. 

I might say here, as I said a little bit ago, that STEG has not col- 
lected nearly enough money to pay the debt. So most of it has been 
sold at 21 percent or less or around 25 percent or less, we will say. 

Mr. Brownson. When this money was collected by STEG from 
these sales to German industries and Germans who acquired this 
material, was that money held by STEG in escrow against the total 
they owe the United States or did operating expenses come out of 
those moneys? 

Mr. Wotrr. The operating expenses come out of it. 
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Mr. Brownson. They do come out of the collected money ? 

Mr. Wotrer. Yes. 

Mr. Bonner. The remainder is impounded ? 

Mr. Wotre. Yes, sir. 

Mr. Brownson. On this kind of a sale this German firm who bought 
this particular material turned around and offered 100 tons of it back 
to the American factory that had manufactured the material origi- 
nally. Is there any provision in your sales to STEG or in STEGQ’s 
sales to the Gernran Government in any way to keep this material out 
of the United States / 

Is this factory making a legal offer or not? 

Mr. Worre. Only in our own import restrictions. We have had 
import restrictions on items sold as surplus to foreign governments. 
Now in August of 1950, I believe it was August, the Secretary of 
‘Commerce liberalized that regulation and permitted a lot of importa- 
tion of those surplus items sold. 

Mr. Brownson. Getting back to your suggestions, which we would 

value very highly because ‘of your dealing in surplus, is it possible that 
whenever we turn around, either toa foreign government or to Amer- 
ican agencies, and label a whole list of materials as surplus and then 
turn around and hand them a catalog and say, “What do you want,” 
is it possible they take everything regardless of their need just be- 
cause it is surplus ¢ 

Can you see any way in which, for instance, we could use a normal 
requisitioning procedure either in disposing of surplus to a foreign 
nation whom we wished to rehabilitate or to our own agencies where- 
upon they initiated requests rather than received the catalog of 
material available, which seems to me results in just what has h: ap- 
pened in your case. A lot of material wound up in STEG which 
was of no earthy use to the German Government at all. Then we 
turn around and some of this material was sold to British and Amer- 
ican trading companies, and now we are faced with the problem of 
the United States paying a premium to get back material which it had 
originally and gave away or, rather, sold at a considerable discount. 

Mr. Woxrr. Well, No. 1, the requirements, for instance, in the 
MDAP program, I am sure, are screened today as to the need against 
availability. 

Speaking of our own agencies in the Government, yes, that was a 
problem in War Assets. You get out a catalog. You mean just let 
everybody requisition everything they wanted to. Yes. We tried 
to put restrictions on by saying you had to put a credit to the War 
Assets appropriation or in miscellaneous receipts for everything you 
bought from War Assets. 

We are not going to do that because instead of paying a thousand 
dollars for that $5,000 truck, we don’t need that, we will buy a small 
truck for $800 and get anew one. There was no screening of require- 
ments of that agency. Iam sure we don’t want to kid ourselves. If 
something is free, our agencies of the Government will look down the 
list and say, “Yes, we need 12 of those,” when probably they only 
need 1. 

Now the screening from foreign governments at the present time, 
I am sure, is done. I don’t know about within our Government, with 
the surplus all gone that we had, I doubt if that exists. But there is 
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still in my opinion no screening by one central point of agency prop- 
erty requirements and property excesses at all. 

Mr. Brownson. In that European operation, as I remember it, we 
were fighting right alongside the British and to a certain extent beside 
the French in our various zones as we went in, which would mean 
that the French, British, and ourselves would have a certain amount 
of surplus material in Germany. 

Most of the French material was of American manufacture, but the 
French held title to it. Do you know of any operatien similar to this 
or of any material which the British and the French funneled into 
a corporation like STEG operating for the rehabilitation of Germany ? 

Mr. Wotre. Yes. They funneled much of the same type of mater- 
ial as we had in the captured enemy material and the incentive ma- 
terials, the quantitative receipts program, such as we know it on the 
consumer goods items particularly. ' 

They did funnel a lot of that directly into the German economy. 

Mr. Brownson. Did they do it through STEG? 

Mr. Wo.rr. They did it as we did originally, funneled it directly 
into the German economy, but their surpluses were in no way com- 
mensurate with ours, and it was soon disposed of. 

Mr. Brownson. In our discussion this morning of the trucks which 
were acquired, you quite properly pointed out the condition of trucks 
after 3 or 4 years exposure to the weather. Yet I saw some of those 
trucks coming back over here to the United States, which had been 
shipped out of the Kitzengen Depot to Antwerp and just to make the 
story complete, shipped from Antwerp on an American ship, a 
surplus American Sibert y ship, which had been turned over to the 
French. , 

It was obvious that with a little sandblasting the outward ap- 
pearance, at least, would be all right, and some of them had less than 
500 miles on them. 

If it was profitable for George Dawson to operate and pay his people 
all over the world, to invest $250,000 in order to get this operating 
in expectation of a profit, I am wondering if there isn’t some kind of 
means of disposing of this surplus which the United States Govern- 
ment can figure out, and I am looking at the surplus which I under- 
stand is being built up in Korea. 

Is there some kind of scheme we can use to bring the surplus 
property back to the United States and use a competitive bid basis 
or something and reimburse the taxpayers to the maximum extent 
possible for the salvage value on hand ? 

Mr. Wo tre. I fully concur with the action taken by this committee 
in August of 1950. In my opinion we should probably have put the 
whole 18,000 vehicles on ships and brought them back here and put 
them to work. We should have done it. 

Now, some of it was good, a lot of it was junk. Pistons were frozen, 
and the whole motors had to be torn down and rebuilt, and the entire 
truck, you might say. Was it worth while? Can we do it for $5,000 
that way instead of $10,000 for a new one? Yes: I think we could 
have. 

Now, we are going to face the same thing in Korea, although 
the equipment will not have stood out in the weather for 3 or 4 years. 

Mr. Browson. Not yet. 
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Mr. Woxre. Not yet. Now, we do have a little different situation 
in this respect. We have at this time one point in Korea where there 
is a terrific surplus. Remember, at the end of World War II that sur- 
plus property was scattered throughout the world. Every place had 
it. lam quite sure that there is plenty of use under today’s conditions 
for the surplus property that will exist in Korea at the end of this 
conflict. 

Mr. Brownson. Here are some of the pictures that were taken be- 
fore repair of some of these trucks that came in, and they are pretty 
good looking. That was pretty rugged equipment. 

Mr. Wotre. Yes, sir. 

Mr. Brownson. It seems to have held up in pretty good shape, and 
the half tracks and trucks we saw aboard the French ship that day 
were in good condition, and I certainly concur with your recommenda- 
tion. 

In other words, you feel on the Korean situation, after a look a 
the Korean economy, that it probably would pay, either legislative ms 
or administratively, to insist that that stuff be brought back here 
where it has competitive bid value before it is disposed of. 

Mr. Worre. Yes. 

Mr. Brownson. Let the scrap dealers bid for the junk, let the other 
elements of the economy bid for the vehicles, and realize the maximum 
for the Government. 

Mr. Woxre. Yes, I certainly do, because you have those values 
high today. 

Mr. Brownson. Right. 

Mr. WoxrFe. Of course, when the decision was made back in 1945 
not to bring any of the scrap back, it was because you would spend 
a dollar to bring back a penny’s worth of scrap, and that just didn’t 
make sense. Now you are going to spend a dollar to bring back maybe 
$3 worth of scrap. This begins to make sense. 

Mr. Curtis. The psychology back then, too, was that we weren't 
going to have any more wars. 

Mr. Wotre. No more wars. 

Mr. Bonner. You feel, then, your advice to this committee, in the 
light of the long-range program that we have, the Atlantic Pact and 
the other associations we have for national defense, that immediately 
some agency should move in the Pacific and start at once to bring this 
material and scrap back to this country ¢ 

Mr. Worrer. Absolutely, as long as we have conditions that exist 
today Now. if we had a peace tomorrow and we were sure that it 
was going to be peace forever, — maybe you want to throw the 
surplus in Korea into the ocean. I don’t know. It may be cheaper 
than bringing it back to the States again. 

In other words, we not only have to deal with today’s situation 
but we have to deal with the situation we guess will exist 5 years 
from now. 

Mr. Bonner. But we are planning the program now for a long- 
range program. 

Mr. Wotre. That is right. 

Mr. Bonner. I want to enlarge on my remarks so you won't carry 
back with you any bad view on my part of the gentlemen who run 
our national defense, speaking about settlement of claims. I have 
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the highest regard and respect for the officers of the armed services, 
but this committee has seen so many instances of waste and mismanage- 
ment that it has become disillusioned. I don’t know what causes it 
or what the reasons for it are. We see one branch of the armed serv- 
ices with a great big airport here and then they will go over here 
just a little distance and start building a tremendous airport, and 
one airport will be lying vacant. 

We see duplication in the very thing that Congress tried to do 
when it passed the Reorganization Act, to bring about economy and 
efficiency in the services. It is just being disregarded. 

Are there any other questions ? 

Mr. Brownson. I wonder whether you have observed instances like 
this in the case of the STEG stocks. This example I gave you, there 
was enough of the blue-black Navy tint to tint around a million gallons 
of paint, which wound up over here in Germany as surplus in Ger- 
many. 

It is difficult to imagine the Navy using a million gallons of navy 
gray paint on their installations and ships in the German area, which 
seems to indicate to me very clearly this was a means taken, that this 
stuff was shipped over there to get rid of it unobstrusively. When- 
ever you have this kind of wholesale foreign operation, you invite all 
of the mistakes that may have been made in purchasing in the armed 
services to be shipped there to be gotten rid of in a quiet graveyard. 

In looking over this STEG surplus, did it look—I think you said 
you were in the military. 

Mr. Wotre. Yes. 

Mr. Brownson. Did it look to you like it made sense on the basis 
of an operation or are there a lot of things in excessive quantities in 
there that look like they might have represented mistakes that are 
being buried ? 

Mr. Wotre. No. 1, sir, in an operation such as prosecuting World 
War II, such a tremendous undertaking, mistakes are made, and 
plenty of them. In any operation that is true, and the bigger the 
operation the bigger the mistake, probably. 

Another thing. In Europe one day you are fighting a war in which 
you couldn’t get enough equipment behind it to keep fighting that war, 
no matter how much you got there it still wasn’t enough, and the next 
day the war was over and that equipment immediately became surplus. 

Mr. Brownson. Then there was the stuff in the pipeline that you 
couldn’t stop. 

Mr. Wotre. Then there was the stuff in the pipeline that you couldn’t 
stop. Those things we say, well, they are mistakes of procurement. 
Probably so. I can remember very vividly my experience in the Air 
Force in which we found in England that we could repair wings very 
easily, salvaged wings from damaged planes. 

So, therefore, we wanted to stop the shipment of all new wings for 
B-17’s to England. Well, by the time you got the pipeline stopped 
you had a tremendous quantity of new B-17 wings there. That is not 
an error. 

You might say that was an error in procurement, but actually it can’t 
be called an error in procurement. We visualized the need for so 
many wings, and they were purchased, and after we found out there 
were so many landings with damaged planes that we could salvage 
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the wings, then we stopped it, but that pipeline was hard to stop. It 
took a couple of mtit he before the wings stopped being unloaded 
from boats in England. 

Mr. Brownson. Your recommendations have been very helpful, 
and I certainly appreciate them in the light of this Korean situation 
that we are facing now. 

Mr. Worre. Thank you, sir. 

Mr. Curtis. I would like to ask a specific question. We have quite 
a shortage here in this country of scrap, and there is an international 
problem on scrap. I also understand, for example, we have an amount 
that someone estimated to be around 200 million tons of scrap between 
the thirty-sixth and the thirty-eighth parallel over in Korea. 

Now, I am wondering if there isn’t considerable scrap in our sec- 
tion of Germany now. Do you happen to know / 

Mr. Wotre. Yes. I don’t know how much, but there is quite a bit 
of scrap and now, of course 

Mr. Curtis. Is anything being done to send any of this back ? 

Mr. Wore. Now, of course, under our procurement program, the 
Army procurement program in Germany, that scrap can very def- 
initely be used. 

In other words, we have raised the steel limit of Germany to the 
amount that they contribute to defense. So, all of that scrap now 
can be used. 

Mr. Curtis. In Germany itself? 

Mr. Wotrr. Yes. 

Mr. Curtis. Do you think there is sufficient that any extra could 
be sent back to this country to relieve our present situation ? 

Mr. Worrer. I would hesitate to answer that without getting some 
figures. 

Mr. Brownson. Isn’t it true that all this scrap which is used in 
Germany for the MDAP program does in essence relieve the pressure 
on us here in this country ¢ 

Mr. Wotrr. Yes. I may say I may have appeared, as well, to be 
critical of the Army throughout this discussion, but I appreciate the 
problems they have had, as well. 

In the early days of the occupation, in a completely devastated 
Germany, they had to keep people from starving, keep people with 
clothes on their backs or maybe a half-way decent <a over their 
heads. I don’t care what group of people you had—Army or High 
Commissioner's office or anybody else—mistakes would have been 
made. 

Mr. Bonner. That is natural. That is part of life. 

Thank you very much. You have made a very fine witness, and 
we appreciate your coming and advising with us and being a witness 
for us. 

Mr. Wotre. Thank you, sir. 

Mr. Bonner. Now, I want to say for the benefit of the committee 
that tomorrow we have the Deputy Secretary of Defense and the 
three Secretaries—Secretary of the Army, Secretary of the Navy, 
Secretary of the Air Forcee—and General McNarney. They are down 
here to give us their views on our recent report. 

Mr. Wolfe, I would like for the counsel of our committee to give 
you a complimentary copy of our report. You will see some of the 
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things we have been endeavoring to do. It is a conscientious, earnest 
effort on the part of this committee, and everything said here was in 
no spirit of criticism, but trying to find ways and means of doing 
things better. 

Mr. Wo rt. I have read with a great deal of interest the testimony 
of surplus property up to this point. 

Mr. Bonner. The committee stands adjourned. 

(Whereupon, at 3:50 p. m., the subcommittee adjourned.) 
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THURSDAY, AUGUST 9, 1951 


Houser or REPRESENTATIVES, 
SuscomMirere ON InTER-GOVERN MENTAL RELATIONS 
OF THE COMMITTEE ON EXPENDITURES 
IN THE Executive DerartMeNnts, 
Washington, D.C. 

The subcommittee met at 10 a. m. in Room 1501, New House Office 
Building, Hon. Herbert C. Bonner (chairman of the subcommittee) 
presiding. 

Present: Representatives Bonner, Lantaff, Harden, Brownson, and 
Curtis. 

Mr. Bonner. The subcommittee will be in order. A quorum is 
present. The witness before the subcommittee this morning is Mr. 
Travis L. Fletcher. Mr. Fletcher, do you object to being sworn ? 

Mr. Fiercuer. No, sir. 


TESTIMONY OF TRAVIS L. FLETCHER, CHIEF OF THE INVESTIGA- 
TIONS BRANCH, SECURITY DIVISION, DEPARTMENT OF STATE 


(The witness was duly sworn by Mr. Bonner. ) 

Mr. Bonner. Mr. Fletcher, you have been mentioned in previous 
testimony. In fairness to you, the subcommittee has determined to 
permit you to answer or make a statement, as you see fit. Will you 
identify yourself for the record, please ? 

Mr. Fiercner. Travis L. Fletcher. I am employed as Chief of the 
Investigations Branch, Security Division, Department of State. My 
resideaice is 3005 South Buchanan Street, Arlington, Va. 

Mr. Bonner. Mr. Fletcher, previous to this present employment, 
by whom were you employed and in what capacity / 

Mr. Furrcuer. I have been in this present position since October 
1948. From June 1946 to October 1948, I was employed as Chief 
Compliance Officer for the Foreign Liquidation Commission. 

Mr. Bonner. Previous to that? 

Mr. Frercuer. From approximately March 1946 to June 1946, I 
was employed as Assistant Director of the Compliance Division of 
the War Assets Administration. 

From August 1945 to approximately March 1946, I was employed 
as Deputy Director of the Division of Investigation of the Commerce 
Department. From approximately June 1943 to the time that I went 
with the Commerce Department, | was employed as regional compli- 
ance manager for the War Production Board, covering all of the 
Southern States, with headquarters at Atlanta, Ga. 
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From approximately June 1942 until I was regional compliance 
manager I was chief investigator for the War Production Board in 
Atlanta, Ga. 

From 1935 to 1942 I was a special agent and later a special agent 
in charge of the Division of Investigation of the Federal Works 
Agency, under General Fleming, who was Federal Works Adminis- 
trator. 

From 1926 until about 1934 I was first an agent and then a special 
agent with the Treasury, Internal Revenue, and from 1924 to 1926 I 
was an attorney with the Narcotics Division of the Treasury Depart- 
ment. I was in college, and in Georgetown University Law School, 
up until 1924 when I graduated. But during that time I was employed 
as a clerk in the War Department and before that, in 1918, I was in 
the Army, and before being in the Army I was a messenger in the 
War Department, in 1918. 

So, I have been with the Government approximately 27 years. 

Mr. Bonner. Thank you, Mr. Fletcher. Was it during the time 
between 1946 and 1948, to which you have referred, that you first 
came in contact with George Dawson and his associates / 

Mr. Fiercuer. Well, I have prepared a chronological account of my 
meeting with Mr. Maragon. 

Mr. Bonner. You have a prepared statement / 

Mr. Fiercuer. No; I do not, but T have outlined 

Mr. Bonner. Do you desire to read a prepared statement ¢ 

Mr. Fiercuer. No; I would not read this, but I can, by referring 
to this, tell you the dates that I met these people and then, on the basis 
of this chronological outline, perhaps you would want to interrogate 
me. 

Mr. Bonner. You may proceed. 

Mr. Fiercuer. Well, the first contact I had with Mr. Maragon was 
on January 16,1948. He had been to the office of the FLC in Washing- 
ton in my absence on the 14th of January and had talked with my 
assistant, Mr. Chappelear, at which time he had with him Mr. Dawson 
and Mr. Braithwaite. I have obtained these dates from records, mem- 
oranda and reports that are on file in the Department of State. They 
are not based, of course, on my independent recollection. 

On the 15th of January Mr. Chappelear called Mr. Maragon—and 
I was on the phone—and he asked Mr. Maragon if he could have 
Dawson and Braithwaite come back to the office so that I could talk 
with them; and Maragon said he would have them come back on the 
16th. On the 16th, when Mr. Maragon came into the office, he talked 
with me and he told me that Braithwaite and Dawson were in a hurry 
to get back to England and they were not able to come with him. He 
had complained to Mr. Chappelear, in the presence of Dawson and 
Braithwaite, that Dawson and Braithwaite had given some money to 
a man who had previously represented them, by the name of John Van 
Allen. 

Mr. Bonner. Was this your first meeting with Mr. Maragon ? 

Mr. Fiercuer. This was my first meeting with him, on January 16. 

Mr. Bonner. Was this the first time that you talked to Dawson or 
his associates ? 

Mr. Fuercuer. I did not talk with Dawson and his associates. They 
did not return. 
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Mr. Bonner. You did not talk with Dawson and his associates on 
that. occasion / 

Mr. Fiercuer. No, sir. 

Mr. Bonner. When you met Maragon, who was with him? 

Mr. Fiercuer. He was with a man whom he introduced to me by 
the name of Stewart. , 

Mr. Bonner. This is the first time you ever met Maragon—the date 
to which you refer? 

Mr. Fiercuer. Yes, sir; on the 16th of January. 

Mr. Bonner. He was accompanied by Mr. Stewart / 

Mr. Fiercuer. Yes, sir. 

Mr. Bonner. Who was Mr. Stewart ? 

Mr. Fiercuer. He did not tell me. 

Mr. Bonner. Did Mr. Stewart take any part in the discussion with 
you at that time? 

Mr. Fiercuer. No; he did not. 

Mr. Bonner. In the conversation / 

Mr. Fiercuer. No; he did not. 

Mr. Bonner. What did Mr. Maragon talk about at that time ? 

Mr. Frercuer. He told me that he had been in to see Mr. Chap- 
pelear 2 days before and told him that these men had reported that 
they had given money to Mr. Van Allen on Van Allen’s representa- 
tion that he had some expenses, and he insinuated that part of that 
money had gone to Mr. Turrou or Major Turrou, who was then the 
chief investigator or chief compliance office in the Paris office of 
FLC. He reiterated his suspicion to me. 

He said, “I believe that these people did give money to Van Allen 
with the idea that some of it would go to Turrou.” 

I asked him if he had any proof or any evidence with which to 
support this statement, and he said that he had none, but he made the 
remark, “For what other reason would they give Van Allen money ?” 
Mr. Maragon talked with me and he was particularly suspicious of 
Turrou and criticized him severely. 

Mr. Bonner. At this point, who is Mr. Turrou, and what connec- 
tion did you have with Mr. Turrou¢ Why was he telling you this 
about Mr. Turrou ¢ 

Mr. Friercner. Major Turrou was an Army officer on loan to the 
Foreign Liquidation Commission, just as General Hysong and per- 
haps one-third of the personnel of FLC were Army and Navy officers 
on loan, or detail, to that organization. 

Mr. Bonner. What motivated Mr. Maragon to bring this to your 
attention ? 

Mr. Fiercuer. I have no idea. 

Mr. Bonner. Why was he bringing it to your attention / 

Mr. Fiercner. Well, he was bringing it to my attention because I 
was Chief Compliance Officer of FLC and he felt that I was the 
proper officer, I suppose, to conduct an investigation of his complaint. 

Mr. Bonner. When did you first meet Dawson and his associates ¢ 

Mr. Fiercner. If I go on with this chronological outline, it will 
come up to the point where I did first meet them. 

Mr. Bonner. Very well. You may proceed in your own way, sir. 

Mr. Fiercuer. On January 19, Maragon appeared at the Paris 
office of FLC and complained to General Hysong. 

Mr. Bonner. The 19th of what year? 
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Mr. Fiercnuer. January 19, 1948. That is 3 days after my meeting. 

Mr. Bonner. After the conversation you referred to above; 3 days 
after that conversation to which you have referred, when he had come 
into your office? 

Mr. Fiercuer. Yes. I might explain that Major Turrou was Gen- 
eral Hysong’s chief investigator or compliance officer in the Paris 
office of FLC. He was administratively under General Hysong’s 
supervision. He had been borrowed from the Army by General 
Hysong in Europe. He was on detail just as General Hysong and 
many of the FLC personnel. 

Mr. Brownson. Was he selected by General Hysong—was it 
personal ? 

Mr. Fiercuer. Yes; I do not think it was personal. I think that he 
simply asked the commanding general in Europe to detail an experi- 
enced investigator. I am quite sure General Hysong did not per- 
sonally know Turrou before he was detailed. 

Now, when Maragon made this complaint to me about Turrou and 
Van Allen we immediately started some inquiry in Washington about 
Van Allen and about Turrou. This was after John Maragon, how- 
ever, had gone on to Europe, with Braithwaite and Dawson. 

I believe that he testified here that he left and went to Europe on 
January 17. But anyway, he appeared at the office in Paris on the 
19th. 

Mr. Bonner. As I understand, up until now, you had not met 
Braithwaite or Dawson / 

Mr. Fietrcner. No, sir. 

Mr. Bonner. Proceed, sir. 

Mr. Furercuer. On January 20 he again appeared at the Paris 
office of FLC. I had asked him when he met General Hysong to make 
the same complaint to General Hysong about Turrou that he had 
made to me, and he did that, as the record of the Department will 
confirm. 

I also wrote to General Hysong and told him what Maragon had 
told me and told him that we were conducting an investigation of 
Van Allen here in the United States and I simply suggested to him 
that he be careful in his dealings with Van Allen. 

When he, Maragon, appeared at the office on the 20th of January 
in Paris, arrangements were made for him, and for Braithwaite and 
Dawson, to go to Germany to look at surplus property. About the 
time that they arrived in Germany, 3 or 4 days after the 20th of 
January 

Mr. Bonner. Mention the year, sir. 

Mr. Fiercuer. 1948; all of this occurred in 1948. While they were 
in Germany all of the surplus property in Germany was turned over 
to the German Government. They remained in Germany, however, 
for some time, up until the first part of February and while there 
Dawson and Maragon and Braithwaite inspected some motorcycles 
that were stored in Hamburg, Germany, I believe, and which had been 
returned or were about to be returned by the British as British re- 
turned lend-lease. And, being returned lend-lease property, they were 
not included in the German transaction whereby the German Govern- 
ment took over all of the surplus property there. 
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On February 9, Maragon appeared again here at the office of FLC. 
I still had not met Dawson or Braithwaite and then when Maragon 
appeared here on February 9—— 

Mr. Bonner. 1949? 

Mr. Fiercuer. 1948. 

Mr. Bonner. 1948 / 

Mr. Fiercuer. Yes, sir; he appeared in the office and he asked for 
an interview with me and with Maj. Gen. Philip E. Brown who was 
the Assistant FLC Commissioner and, I believe, during the war was 
the Deputy Chief Inspector of the Army. 

We talked with Maragon and he wanted to complain about the 
manner in which Dawson and Braithwaite had been treated in their 
negotiations in Paris for the purchase of these motorcycles. There 
were 830-some motorcycles. He said that he had inspected them with 
Dawson and Braithwaite, that they were not in good condition, that 
he felt that they were worth approximately from 540 to $65 each, that 
just before he left Europe they had appraised these motorcycles 
suddenly at $230 or $240 each and he thought that a Colonel Robbins 
who was in charge of sales in Germany had appraised these motor- 
cycles in this manner so as to favor another concern, a firm known as 
Von Heyghen Freres in Belgium. He said that they wanted to nego- 
tiate for the purchase of these motorcycles at a reasonable figure and 
he could not understand why they had suddenly appraised them so 
high. He thought there was something shady about the whole thing 
and about Colonel Robbins. We told him that we would make some 
inquiry immediately. 

As soon as he left the office General Brown sent a cable to General 
Hysong in Paris in which he said, in effect: Maragon states that ap- 
proximately 800 motorcycles for sale in Germany. Before accepting 
bid for these motorcycles advise. 

And then he inquired in the cable as to the nature of this property. 
It was the first time that we had had a return of British lend-lease 
and it was a little unusual. So this cable went to General Hysong 
and as soon as General Hysong saw that Maragon’s name was involved 
in it, he sent a cable back on the 10th of February saying that he was 
submitting invitations to bid on these motorcycles and that he would 
not negotiate a sale. 

I might explain that the FLC sold sometimes by direct negotiation 
and sometimes by issuing invitations to bid. So, as soon as he saw that 
a complaint was being made he issued invitations to bid in this case. 

Now, General Brown did tell me that he thought that as a result 
of this complaint and as a result of the earlier complaint about 
Turrou, that I should go to Europe and conduct some investigation. 
He explained to me that we could only make a preliminary inquiry 
with respect to Turrou and Robbins, because they were Army per- 
sonnel; that I should endeavor to ascertain or obtain some corrobora- 
tion of Maragon’s statement, and if successful in getting any evi- 
dence or information in support of his complaint whatever, then I 
would have to go to the Inspector General in Frankfort and work 
with him, or simply turn over what evidence I had, so that the In- 
spector General could then conduct a full investigation. He ex- 
plained, of course, that they were simply on loan to FLC; they were 
Army personnel and therefore we had no authority to conduct an 
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investigation of Army personnel, nor to take any action on the basis 
of such an investigation. 

So he gave me a letter to use, with the commanding general in 
Frankfort, Germany, in the event that we obtained any supporting 
evidence. 

However, there was another matter pending in Bermuda which he 
considered to be of more importance and he instructed me first to go 
to Bermuda. On February 11, I took the plane to Bermuda, arriv- 
ing there on that date, where I met Mr. Ryan, the field representative 
in Bermuda. I met him for the first time on that date. But I recog- 
nized him as a man I had seen at FLC headquarters previously. 

On the next day, according to our arrangement, Major Johnston, 
Ryan’s supervisor, arrived in Bermuda. Major Thomas Johnston 
had the same position in the field office of FLC in Washington with 
respect to Canada, Bermuda, Nassau, and New Foundland that Gen- 
eral Hysong had in Europe. He was the field commissioner for this 
area. 

At that time all of the surplus property in Canada, New Foundland, 
and Iceland had been sold and there remained only the surplus prop- 
erty in Bermuda and Nassau. That statement is based on my dis- 
cussions with Major Johnston while he was in Bermuda. 

Major Johnston and I were instructed by General Brown to try to 
persuade the Bermuda Government to permit us to sell the residual 
surplus property in Bermuda to the firm of Hutchins and Milano. 
They had submitted a bid of 6 percent for the residual surplus prop- 
erty in Bermuda. They had apparently—and I am speaking of 
FLC—been trying to sell this residual surplus property for a consid- 
erable length of time and the allotment of the FLC budget for operat- 
ing the office in Bermuda was about to run out. There remained at 
that time only Mr. Ryan, field representative, and a clerk in the office 
in Bermuda, whereas there had been about 15 or 20 people in that 
office a year before that. 

We had some conferences with the Bermuda Government. I want 
to explain the reason we had to get permission from the Bermuda 
Government to sell our surplus property, FLC had an agreement with 
the Bermuda Government that they would not sell to citizens or firms 
in Bermuda without permission of the Bermuda Government. We had 
to make that agreement apparently because the Bermuda Government 
would not release dollars to those people to purchase American sur- 
plus property unless they decided that they wanted to. We would not 
accept pounds, 

Mr. Curtis. Was Hutchins & Milano a Bermuda firm ¢ 

Mr. Fiercier. Yes. 

Mr. Curtis. I see. 

Mr. Fiercuer. Another reason why General Brown wanted me to 
go was to make certain that 6 percent was the highest bid that we could 
obtain and to give such assistance to Major Johnston as I could in 
persuading the Bermuda Government to let us sell this surplus 
property. 

I remained there with Major Johnston until February 19. We 
failed in our efforts to get the Bermuda Government to release the 
dollars to this firm and Major Johnston came back to Washington 
thoroughly discouraged. 
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We had had some telephone conversations between Bermuda and 
Washington with General Brown and so we returned to Washington 
and because of the very low budget in Bermuda and to enable the office 
to continue to run for at least a while longer, Major Johnston brought 
back the field office secretary with him, leav ing only Ryan in Bermuda. 
And I recall that he told Ryan that they had just enough money to 
keep the office going for about two or three more pay periods and if 
something were not t done very soon they would simply have to aban- 
don the surplus to the Army, as unsalable. 

I remained in Washington for a few days and then, under instruc- 
tions of Maj. Gen. Philip Brown I left for Europe on February 27. 
I might go back just a little bit there. While in Bermuda I received 
a report from someone at the consulate that a man by the name of 
Lewis Maxwell had offered 7.5 percent for the Bermuda surplus prop- 
erty. I interviewed Maxwell and he told me that he had offered 7.5 
percent, but he had no money, and he had merely offered to take over 
the property at 7.5 percent and, as he sold it and obtained money 
for it he would pay our Government at the rate of 7.5 percent. So, 
of course, FLC would not agree to anything of that kind. He had no 
money. He was simply offering to act as agent or broker to sell the 
property and then turn over 7.5 percent of the proceeds to this Gov- 
ernment. 

As I say, I left for Europe on February 27 and on March 3 I arrived 
in Paris, after some delay in flight up in New England. On March 
5 in Paris, in the office of General Hysong I met Mr. Braithwaite for 
the first time. General Hysong introduced him to me. He was in 
General Hysong’s office where he had just completed the purchase 
of a plane. He was representing Transworld Traders, Inc. That 
was the first purchase that he made from FLC. 

After I told him that I wanted to talk with him, my recollection 
is that we went down to the snack bar at the headquarters of FLC 
He told me that he had some appointments during the afternoon. We 
sat there and had a sandwich and coffee, or we had a little lunch to- 
gether and during this time he seemed to be very happy over the fact 
that he had been able to buy a plane from FLC. And he remarked 
that it was the first purchase that he had been able to make, and he 
had made it all by himself; that they had paid money to John Van 
Allen to represent them, and he had not been successful in making 
any purchases from FLC, and they had hired Maragon and he had 
not been successful, and that he, Braithwaite alone, had been able 
to prchase this plane. And he asked me whether it was necessary 
to have a representative. Of course, I told him it was not necessary, 
he could buy directly as he had seen that he could do in his purchase 
of the plane. 

I met Braithwaite by appointment at his hotel, the Plaza Athenae 
at about 5:30 that afternoon. I asked him whether he had ever given 
money to Van Allen, with the idea that this money or any part of it 
would go to Major Turrou or anyone else in FLC. And he said he 
absolutely had never given any money to Van Allen with that in mind, 
that they had simply hired Van Allen and had given him money for 
his expenses; that Van Allen had not been successful in making any 
purchases and they just felt that it was just money wasted; and they 
had then employed Maragon. 
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I talked with Braithwaite at some length. He told me that he was 
going to the United States within the next 2 or 3 days, that he and 
his partner, Dawson, were negotiating for the purchase of all surplus 
property in the Aleutian Islands, and he thought that the deal would 
go through. 

I recall that he asked me whether there was purplus property any- 
where else in the world for sale by FLC. I told him that I thought 
that we had surplus property, some surplus property left in some of 
the Pacific islands and I believed we had a small quantity in Panama 
and that I believed we had some in Bermuda, but I did not know any- 
thing about the quantities or the items that were available. But if, 
when he got to Washington, he would talk to General Brown, General 
Brown would refer him to the proper people. Moreover, | wanted 
him to reiterate to General Brown his statement to me that he had 
never given any money to Van Allen with the idea that it was to be 
paid to anybody in FLC. Moreover, he told me that he and Dawson 
were perfectly willing to pay approximately $100 for the motorcycles 
and he had never insinuated that Colonel Robbins was trying to favor 
any other concern and that he would like to go in and make a state- 
ment to General Brown to that effect. He said that Maragon was 
complaining about people in FLC, he was doing it on his own and 
certainly not with the consent of himself or Dawson. 

He told me that when he was in Washington and he was with 
Maragon and Dawson, talking with Mr. Chappelear, Maragon had 
said that they had given money to Van Allen with the idea that it was 
to be paid to Turrou, that he and Dawson sat there in astonishment 
and when Chappelear questioned them they, in the presence of Mara- 
gon, said there was not a thing to that. 

Mr. Curris. Did Mr. C happelear so report that to you before you 
even started / 

Mr. Fiercuer. Yes, he did. And he prepared a memorandum for 
the file on the day that they were there. In answer to the question you 
just asked, he did not take a signed statement from them and it was 
for that reason that I decided on the 15th that we would like to have 
these men come back and give us a signed statement to the effect that 
they had not given any money to Van Allen with the idea that it would 
go to Turrou, because Maragon told us that the reason that they did 
not want to confirm his suspicion was that they just did not want to 
enter into any controversial matter; that was the excuse that he gave. 

I sat down at the desk in Braithwaite’s room there at the hotel and 
wrote a note to General Brown introducing, telling him who this 
was—the bearer—and that Braithwaite wanted to talk with him con- 
cerning Maragon’s complaints about Van Allen and asking General 
Brown if he would grant him an interview. 

On March 9 I left France and arrived in Heathrow Airport in 
London and on arrival, according to my plan, I told Mr. Braithwaite 
that I was coming to London and that F wanted to talk with Dawson. 
He told me, when I talked with him in Paris, that he did not know 
whether he would be there, but that I should call a certain number 
when I arrived in London, which I assumed to be Dawson’s number. 
On arrival at the airport I called this number Braithw: aite had given 
to me and he was at Dawson’s pjace. He said, “I am just vetting 
ready to leave now for America. I am going with ‘Dawson to the 
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Croydon Airport and I am going to take off for the United States 
around noon.” 

This was at 10:30, when I arrived in London. So I told him I 
would meet him at the airport, at the Croyden Airport. So I took 
a taxi from the Heathrow Airport to the Croydon Airport. I had 
prepared signed statements. Braithwaite would not sign his state- 
ment when he was in Paris and he said he did not want to sign any 
statement without first consulting with his partner, Dawson. He 
had no objection to doing it, and that I should prepare the state- 
ment along the lines of his answers to my question and he would sign 
the statement and he was positive that Dawson would. 

So I went to the Croydon Airport and met Braithwaite. It must 
have been around 11 o’clock. And there I met Dawson for the first 
time. 

My vouchers covering that travel show my trip by taxi from Heath- 
row to the Croydon Airport and state the purpose for which it was 
made, to interview these witnesses. The reason that that appears 
in my travel statement is that in order to get taxi fare from one air- 
port to another, where it was obvious that I was not transferring from 
one plane to another, I had to make some explanation and therefore 
the explanation appears in my travel voucher for that period. 

I met Dawson and Braithwaite, and took signed statements from 
them on March 9. Dawson was in a hurry. He had some other ap- 
pointments and he left shortly before Braithwaite got on his plane. 
And Braithwaite, while we were talking there—said that he was 
born in Georgia and that his mother was from Georgia and I had 
told him that I was born in Georgia and we had many things in 
common to discuss and so he told me that he was very anxious that 
I should meet his mother and his father, Sir Albert Braithwaite, 
while in London, and he asked Dawson to make certain that I would 
see them. 

(Discussion off the record.) 

Mr. Bonner. The subcommittee will recess now to meet again next 
Wednesday at 10 o'clock. 

(Whereupon the subcommittee adjourned to meet on Wednesday, 
August 15, 1951, at 10 a. m.) 
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THURSDAY, AUGUST 16, 1951 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON INTER-GOVERNMENTAL RELATIONS, 
OF THE COMMITTEE ON ExpEeNDITURES, 
IN THE Executive DEPARTMENTS, 
Washington, D.C. 
The subcommittee met at 10 a. m., in room 1501, New House Office 
Building, Hon. Herbert C. Bonner (chairman of the subcommittee) 
presiding. 
Mr. Bonner. The subcommittee will please be in order. The clerk 
will call the roll to establish the presence of a quorum. 
(The clerk called the roll ret the following members answered 
present :) 
Representatives Dawson, Shelley, Lantaff, Harden, Brownson, and 
Curtis. 
Mr. Bonner. We shall continue with the statement of Mr. Fletcher. 


FURTHER TESTIMONY OF TRAVIS L. FLETCHER, CHIEF OF THE 
INVESTIGATIONS BRANCH, SECURITY DIVISION, DEPARTMENT 
OF STATE 


(The witness was previously sworn by Mr. Bonner.) 

At the time the subcommittee recessed on August 9, the witness was 
Mr. Fletcher. Mr. Fletcher, you were giving your direct statement at 
that time? 

Mr. Fiercuer. Yes, sir. 

Mr. Bonner. Had you concluded ¢ 

Mr. Fietrcuer. No; I have just two or three more dates. 

Mr. Bonner. Proceed, if you will, with your statement. 

Mr. Fiercuer. I believe I ended with the statement that I had met 
and talked with Braithwaite and Dawson at the Croydon Airport in 
London. Braithwaite was leaving for the United States by plane. I 
made an appointment to meet Dawson at 6 o’clock, which I did. I 
kept that appointment and talked with him for approximately an hour. 
That was on March 9, 1948. 

Then on the 10th and 11th of March I conducted some inquiries in 
London, including a check of the records of Scotland Yard. This 
check of the records revealed that Dawson had been convicted in 1938 
and had served a sentence, I believe, of 18 months. 

On the 12th I returned to Paris and remained there until the 19th 
of March, among other things reviewing the negotiations and bidding 
on the motorcycles. Braithwaite had submitted a bid of these motor- 
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cycles as a representative of Transworld Traders. He had submitted 
his bid on February 27 and the bids were opened about March 18. 

Then I left and arrived in the United States on March 25. I had 
obtained the address of Van Allen from Braithwaite and I had also 
obtained the address of Christopher Allingham, both in New York. 
Upon my arrival 

Mr. Curtis. Was that name Allingham / 

Mr. Friercuer. The first one was John Van Allen and the other 
one was Christopher Allingham. I might explain that Allingham 
and not Braithwaite, was Dawson’s partner in December 1947, when 
Major Turrou introduced Dawson and Allingham to General Hys- 
song. According to Allingham’s statement to me he and Dawson 
had dissolved that partnership at the close of 1947. 

Then I returned to Washington, after interviewing Allingham and 
Van Allen in New York. I returned to Washington on the night 
of March 25. Then I went on leave until the 30th of March, and 
returned to the Foreign Liquidation Office here on the morning of 
March 30. 

I might mention there that when I interviewed Allingham in his 
suite in the Ritz Hotel in New York, Dawson in the meanwhile had 
returned to America and he came into Allingham’s suite while I was 
there. 

The next time that I saw or talked with Dawson was—I cannot fix 
the date, but it was a few days after April 14, 1948, when he came to 
my office in FLC with Mr. Maragon. Then the next time I saw him 
was at the Shoreham Hotel, in the lobby, not in his suite, when he 
was with Braithwaite and Maragon. Since then I have not seen him 
nor have I seen Baithwaite since that date. I would say that that 
date was perhaps a week or a few days after they had been to my 
oflice at FLC. Both dates were after April 14, and perhaps before 
the Ist of May. 

Mr. Bonner. Does that conclude your statement ? 

Mr. Frercuer. Yes, sir. 

Mr. Bonner. Mr. Fletcher, Mr. Maragon indicated that you par- 
ticipated in surplus-property sales in Bermuda. You have covered 
in your general statement your participation in that sale and have 
you nothing more to add to that? 

Mr. Fiercner. Well, I do want to say this, I had absolutely noth- 
ing to do with the sale of surplus property to the Transworld Traders 
in Bermuda. 

Mr. Bonner. They were the purchasers ? 

Mr. Fiercuer. They were the purchasers, a Dawson group. 

Mr. Bonner. And you had nothing to do with the closing of the 
deal ¢ 

Mr. Fiercuer. No, sir. I will say this, that I had nothing to do 
with the negotiations, nor with the sale, and had no conversation with 
either Ryan or Major Johnston who was Ryan’s supervisor. 

Mr. Bonner. Do you know who did close this deal ? 

Mr. Fiercuer. Yes, sir; I do. The records of Major Johnston, 
the field commissioner, which I reviewed with him after my return 
from Europe, disclosed that up until the 15th of March he and Ryan 
were endeavoring to close the deal with Hutchins and Milano. I 
examined these records with Major Johnston and they included tele- 
phone conversations between him and Ryan during my absence. 
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Mr. Bonner. Who made the final approval of the transaction ? 

Mr. Frercner. The contract was signed here in Washington on 
March 26, the morning of March 26. 

Mr. Bonner. 1948/ 

Mr. Firercuer. 1948 It was signed by Ryan for the Foreign Liqui- 
dation Commission with his supervisor, Major Johnston, acting as a 
witness. Mr. Chadwick signed for the Transworld Traders. 

The records of the State Department reflect that Ryan and Major 
Johnston agreed over the phone on March 22 that if Braithwaite would 
take this surplus property at 8.5 percent, that that was a good deal 
and Major Johnston ordered Ryan to come into the office and make 
the necessary arrangements to close the deal. 

Mr. Bonner. Do you have any knowledge of a statement that 
Maragon made to General Brown as to Dawson’s ability to acquire 
American visas through bribery of Embassy aides? 

Mr. Frercner. Yes. When Maragon came into the office on Febru 
ary 9, he came to my office and said he wanted to talk with me and 
with Maj. Gen. Philip E. Brown. He told us, as I have said before, 
that he was representing Dawson in connection with Dawson’s desire 
to purchase the motorcycles in Germany. He did not say anything 
to either General Brown or me about George Dawson getting a visa 
by bribing somebody in the London Embassy. His testimony here 
to that effect was the first word that I have ever heard of that. 

Mr. Bonner. What was your connection with Mr. Chadwick in 
Washington, D. C.? 

Mr. Fierciuer. My first meeting with Mr. Chadwick was when he 
came to the FLC office. It was some time in October 1948. He said 
that he was representing Dawson and Braithwaite. 

Mr. Bonner. Was that before or after the conclusion of the Bermuda 
transaction / 

Mr. Friercier. That was several months after the conclusion of 
that transaction. The Bermuda transaction was concluded on March 
26, 1948, and Chadwick's visit to my office in FLC was some time 
in the early part of October, because I left the FLC about the 15th of 
October. 

In London, Braithwaite and Dawson had told me that they had 
been sued by the firm of Goode and Levine on a claim by those two men 
as plaintiffs that Dawosn had hired them to go to Germany to purchase 
surplus property for Dawson and they also claimed that they were 
able to or in a position to purchase surplus property for Dawson 
cheaper than others would have to pay by virtue of their friendship 
with Colonel Davidson who was then the FLC representative in 
London; in other words that they were able to get some preferential 
treatment. 

I investigated that complaint or information furnished by Dawson 
while there, and I found that Colonel Davidson had merely obtained 
a permit for these two people to go to Germany to purchase surplus 
property ; that he had nothing to do with the sale of sur plus property 
in Germany, and that in fact, Levine and Goode had not purchased 
anv surplus property from FLC. 

Mr. Bonner. Did you give this information in your original state- 
ment ? 

Mr. Friercuer. I conducted the investigation—— 
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Mr. Bonner. Did you give this information in your original state- 
ment ¢ 

Mr. Fietrcuer. No, sir; I did not. I conducted that investigation, 
as I say, and I could find no evidence of any wrongdoing on the part 
of Colonel Davidson. In July, 1948, the London court sub nail the 
FLC representative in London, who was then Commander Monroney, 
requesting that he bring into the court the records of any transaction 
that Levine and Goode might have had with FLC. That subpena was 
served on Commander Monroney and the Embassy replied that the 
should take it up through channels with the Foreign Office, the Britis 
Foreign Office. In September the British Foreign Office requested the 
Embassy to honr the subpena and the London Embassy then sent this 
request to the State Department where it was reviewed by the legal 
adviser of the State Department and it was agreed that either Mon- 
roney or someone should appear in this civil suit. 

I have the records of that interchange of communications between 
the British Foreign Office and the Embassy and I presume, as back- 
ground, it should be put into the record. 

Mr. Bonner. That is the extent of your contact with Mr. Chadwick? 

Mr. Fiercuer. No; I had a later contact with him. The purpose 
of his visit to the office was to inquire as to the whereabouts of 
Colonel Davidson. Commander Monroney had returned to the 
United States, because the London office of FLC closed on September 
30 and the trial of this case was set for some time in October, as I 
recall it. It was agreed that somebody would be subsituted for 
Commander Monroney and Mr. Chadwick wanted to know where 
Davidson was, so that he could be subpenaed to present the FLC 
records. 

I explained to him that Davidson was no longer with FLC, that 
he had gone back to the Army. 

The next contact I had with Mr. Chadwick was when he visited the 
office and told me that Colonel Davidson was willing to go, but he said 
that Colonel Davidson did not want to go alone, because he was afraid 
that his testimony might be impeached by the plantiff or by someone 
at the trial and he might be accused of favoring Levine and Goode. 
He wanted to know whether I would go with Colonel Davidson. I 
told him that I had no desire whatever to go or interest in the 
case and that it was entirely a matter for General Hyssong who by 
that time had become the Foreign Liquidation Commissioner in 
Washington; and if General Hyssong agreed and wanted me to go, 
and if written approval were given with all of the circumstances fully 
known and made plain, that I would go. 

I think the case did not come off in October and it was in November 
when Chadwick called me to tell me that he had obtained General 
Hyssong’s approval. I believe he said that Mr. Dudley, another attor- 
ney, had obtained the approval and that the case was set for—I believe 
some time around Thanksgiving, 1948. 

I explained to Mr. Chadwick that I was no longer with FLC, that 
I had transferred over as Chief of the Investigations Branch of the 
State Department, and that I could not go under any circumstances. 

I called Colonel Davidson, who was at the Pentagon, and I told him 
the same thing; I was very sorry that I could not go with him. When 
I went with the State Department in the Security Division I explained 
this to my superior there, that I had been requested to go to London, 
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and I explained to him that I had no interest in it whatsoever and 
frankly did not want to make the trip. That was to Mr. Nicholson, 
the Chief 

Mr. Bonner. That concluded your contact with Mr. Chadwick? 

Mr. Fiercuer. Yes. 

Mr. Bonner. In the course of your overseas investigation, was it 
necessary to visit those you interviewed at the place of their choosing ? 

Mr. Fiercuer. Well, yes, it was. And that is also true not only 
overseas but it is custoniary in this country, when you are conducting 
an investigation. I think I ought to point out that Dawson and 
Braithwaite were never the subjects of an investigation conducted 
by me or by anybody in FLC. They were informants or witnesses, 
you might call them, or complainants. They were the people who 
complained that they were being discr iminated against and that others 
were being given preferential treatment and they were the people who, 
according to Mr. Maragon, could substantiate his statement. The 
subjects of those investigations were John Van Allen and his alleged 
relationship with Turrou and Colonel Robbins of the Paris office and 
Colonel Davidson—the information that he might have favored Goode 
and Levine, in other words—but Dawson and Braithwaite were never 
the subjects of an investigation. It was never alleged that any trans- 
action between Dawson and Braithwaite on the one hand and FLC on 
the other—that there was any irregularity on the part of Dawson or 
Braithwaite. 

Mr. Bonner. Your going to the places of their choosing, was this 
also because the OFLC was the subject of investigation ¢ 

Mr. Fuercuer. That is right, their employees, they were the sub- 
jects. 

Mr. Bonner. And therefore you could not use their quarters, is 
that the reason ? 

Mr. Fuercuer. Well, the idea is that in conducting an investiga- 
tion—of course, overseas I had no authority to investigate Dawson in 
London, and 1 naturally went where he wanted me to meet. I inter- 
viewed him where he wanted to be interviewed. That was true also 
with Braithwaite in Paris. Here inWashington or in any other city, 
when you are investigating a case, the special agent of any Government 
investigative agency goes where the witness wants to be interviewed. 
It does not make any “difference whether it is in a fore ign country or 
here. The only exceptions to that are naturally—it is the desirability 
of having the subject of an investigation in the office where you can 
take a signed statement from him or where you can interview him 
in your office. But in all other cases, Government investigators 
interview witnesses in their homes, in their apartments, in the hotel 
rooms or wherever they can find them. 

Mr. Bonner. Have you any questions, Mr. Shelley ? 

Mr. Suetiey. Not at this time. 

Mr. Bonner. Mrs. Harden? 

Mrs. Harpven. Mr. Fletcher, Mr. Braithwaite extended some bids 
for ‘Transworld Traders on motorcycles that were considered surplus 
property ; is that correct ? 

Mr. Fiercner. That is correct. 

Mrs. Harven. And those bids were opened about the 18th or 19th— 
is that of October ? 

Mr. FLETCHER. No. of March. 
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Mrs. Harpen. Of March. How many motorcycles were involved ¢ 

Mr. Fiercuer. There were 836. 

Mrs. Harpen. Do you recall what the amount of the bids was? 

Mr. Fuercurr. Yes. I will have to give you an approximate amount. 

Mr. Bonner. Did you give that information in your original state- 
ment ¢ 

Mr. Fiercuer. No. It was about $113 apiece, and I think it went up 
to around $91,000. 

Mrs. Harven. I recall, Mr. Chairman, that I had intended to ask 
that question when the witness was here before, because it was not 
clear tome. Now, you left FLC about October 15, 1948 ¢ 

Mr. Fiercuer. | think, to be exact, it was on October 22, my last 
day there. 

Mrs. Harpen. Why did you leave FLC? 

Mr. Fiercuer. Well, it was just about to be liquidated, just about 
ready to close, and I was offered a permanent position as Chief of the 
Investigations Branch in the Department of State, and that was the 
reason for my leaving. 

Mrs. Harpen. Why was the London office closed / 

Mr. Fiercuer. The London office closed on September 30 because 
there was no other surplus property to be sold there. They just had 
the one man, a representative there. You see, about 1948 all of the sur- 
plus property of any consequence had been sold. FLC was a book- 
keeping organization; the Army and the Navy kept control and cus- 
tody of all the property, and FLC had sold everything. In faet, I 
think there were only airplanes to be sold in England after the be- 
ginning of 1948. All of the surplus property was sold in bulk there 
earlier to the British Government. So, they were closing the office on 
September 30 and Commander Monroney was called back to the 
Navy. There was no more office after that time. 

Mrs. Harpen. Thank you. Those are all the questions I have, Mr. 
Chairman. 

Mr. Bonner. Mr. Lantaff? 

Mr. Lanvarr. In April 1948, what did Mr. Dawson come to your 
office to see you about ¢ 

Mr. Fiercuer. He and Mr. Maragon came to the office. They 
wanted to know how they could subpena records of the FLC for use 
in connection with the trial to come off in London. Dawson wanted 
to know whom he should see in FLC to arrange to subpena those 
records. 

Mr. Lanvarr. What trial was that? 

Mr. Fiercuer. This was a civil suit brought against Dawson in 
London by the firm of Levine & Goode in which they claimed that 
Dawson owed them $200,000 as commission for buying surplus prop- 
erty for him, or being in a position to buy surplus property for him 
in Germany. They claimed that they could get preferential treat- 
ment because of their friendship with Colonel Davidson. At least, 
that is what Dawson said. I never did interview either Levine or 
Goode. So, Dawson came in with Maragon, and he wanted to know 
whom he should see or what to do about subpenaing those records. 
He said that the British courts would not understand the procedures 
whereby surplus property was sold, and he wanted to subpena a record 
that FLC might have that would explain that procedure. Maragon 
was with him. 
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I told Dawson that I had no idea, but I thought that he should per- 
—_ go to the Paris office of FLC, where the records would be kept. 

Now, you asked the question about the London office, Mrs. Harden. 
That was just a field representative in London. He was under the 
Paris office of the FLC and, therefore, any records of any transaction 
between Levine and Goode on the one hand and FLC on the other 
would have been in Paris. So, I told him that is where he would have 
to go. 

Mr. Lanvarr. Then why did you go to the Shoreham Hotel about 
a week later to meet him / 

Mr. Fiercurr. About a few days after they came to see me there, 
Dawson andBraithwaite. Dawson called me one day at the office; I 
was getting ready to leave the office. He said that he had some infor- 
mation about the Bermuda transaction that he would like to talk with 
me and with Major Johnston about. 

I told him that I was leaving the office and I could not see him that 
afternoon, in the office, and he said, “Well, would you come by the 
hotel to see me?” He told me he was staying at the Shoreham. I 
told him that I was going to my home out on Connecticut Avenue, 
where I lived at the time, and I would stop there and speak to him. 
He indicated he felt like he had been given a raw deal. So I did; I 
went there and I stopped at the hotel. I called Mr. Dawson from the 
desk. He said he would come down into the lobby. In a few minutes 
he came down into the lobby with Braithwaite and Maragon, and 
this is what he said after Maragon left. Incidentally, Maragon said 
that I went up into his suite, which I would have done if he had 
asked me to come up there, but I did not. They met me in the lobby. 
This is what he wanted. He said that when he purchased surplus 
property in Bermuda that he offered to give 8.5 percent on the theory 
that he would get certain heavy construction machines which the 
Navy was to declare and that the Navy had withdrawn that heavy 
construction machinery and he thought that was the cream of the 
surplus property that he had purchased. He said Ryan had repre- 
sented to him that this construction machinery would be included 
and the Navy had withdrawn it from the declaration and he wanted 
to know what could be done about it. He thought it was wrong for 
them to represent that he would receive certain surplus property and 
then not receive it, because he felt that was part of the bargain. 

I told him that the only person who could handle that would be 
Major Johnston, who was In charge of surplus-] 9 rty disposal. He 
said that he would then get in touch with Major Johnston and take it 
up with him. That was the last time I saw Dawson. 

Mr. Lantarr. You did nothing about the complaint he had voiced 
with you? 

Mr. Fiercuer. No, except I did discuss it with Johnston. But that 
was the type of complaint that I could not do anything about, because 
that frequently happened, Congressman. People would purchase sur- 
plus property from a catalog, and the catalogs were not always up 
to date, and they would feel that they were going to get certain sur- 
plus property and they would buy on that basis. And then the Navy 
or the Army would withdraw it before delivery could be made, with 
the result that they were always having to adjust these things and 
pay back amounts to some of their customers. 
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Mr. Lantarr. Do you know whether or not Dawson was able to 
obtain this Navy equipment ? 

Mr. Furcuer. I do not know. The last time I discussed it with 
Major Johnston was right after this. He did have a talk with Dawson 
about it, and from examining the file of this Bermuda transaction 
apparently there were questions of adjustments going on for months 
afterward between Major Johnston and Transworld Traders. 

Mr. Lantarr. Was the 8.5-percent figure changed ? 

Mr. Fietrcrer. No, it was not. It remained. 

Mr. Lanrarr. You do not know whether or not any of this equip- 
ment he complained about was ever declared surplus ? 

Mr. FiercHer. No; I do not. 1 know that the last time I talked 
with Major Johnston it had not been. He was trying to get the Navy 
to declare it, because he felt that it was part of the bargain. It was a 
crane, a bulldozer, and two or three pieces of heavy equipment, the only 
choice items in the lot. They had several opportunities; so, Major 
Johnston told me to sell these choice items, but they did not want to do 
that. They wanted to keep those items, so that there would be some 
inducement to sell the whole business. They were very anxious to make 
the sale in Bermuda, and Major Johnston felt that he had made a good 
deal in this transaction. 

Mr. Lanrarr. What was the highest bid that had been offered prior 
to the Dawson bid ? 

Mr. Fuietcuer. Well, when I was there, from February 11 to 19, the 
highest bid up to that time was 6 percent, as I understand it, and from 
reading the file with Major Johnston, after I came back from Europe, 
and this transaction had been cleared, the contract had been signed, 
Ryan had been here and had gone back to Bermuda by the time I came 
back to the FLC office from my trip, and Johnston told me that be- 
tween the time that I went to Europe and sometime in the early part 
of March, Hutchins and Milano had raised the bid from 6 to 8 percent 
but with the provision that this heavy equipment would be made a part 
of the deal. And then apparently the Navy withdrew it, or there was 
some thought of the Navy withdrawing this equipment, and Hutchins 


and Milano heard about it. So, they backed out altogether and with- . 


drew their whole bid. So, as I understand it from Major Johnston, 
they did get Hutchins and Milano up to 8 percent sometime while I 
was away In Europe. 

Mr. Lantarr. This was before the 8.5 percent offered by Dawson ? 

Mr. Fiercuer. Yes, that is right. 

Mr. Lantarr. I have no further questions, Mr. Chairman. 

Mr. Bonner. Mr. Brownson ? 

Mr. Brownson. Did you have anything to do with the surplus 
situation in Trinidad ? 

Mr. Fiercuer. Well, yes, I did. I had to do with it all over the 
world and Trinidad was included. I might mention to you that there 
again, that was a field representative in Trinidad working out of the 
Panama office of FLC. There was a field commissioner in Panama, 
just as you had a field commissioner in Washington for the local 
countries and a field commissioner in Europe for the European 
countries. 

Mr. Brownson. We have been informed of a negotiation that was 
conducted in Trinidad whereby some large quantities of cable and 
other electrical equipment were sold for a very small sum to the 
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Dawson syndicate and were resold the same day, without possession 
ever having been physically taken, to one of the public utilities in 
Trinidad, at a tremendous profit. Do you know anything about that 
deal at all? 

Mr. Fiercuer. About the Dawson interest ? 

Mr. Brownson. Yes. 

Mr. Firercuer. I have no knowledge of any transaction that Daw- 
son had, or Braithwaite, with FLC, except the three sales I mentioned, 
and I do not know that he had candintd any surplus property in that 
area. 

Mr. Brownson. You were never called on, then, to investigate any 
purchase of the Dawson group in Trinidad ¢ 

Mr. Fuercuer. No, sir. 

Mr. Brownson. Were you ever called on to investigate any pur- 
chases in Trinidad ¢ 

Mr. Fuercuer. Yes, I was. I was in Trinidad on one occasion to 
make some inquiry, some investigation or inquiry, concerning, it 
seems to me, the sale of some—I belive some trucks or jeeps. 

Mr. Brownson. Were you ever called upon and did you ever actually 
conduct the investigation of any Dawson purchases anywhere ¢ 

Mr. F.ercuerr. | investigated the motorcycle—I made inquiry of 
the motorcycle purchases in Europe. That was on a complaint that 
somebody else was being favored and that Dawson and Braith- 
waite—— 

Mr. Brownson. You were not investigating the Dawson interests 
there, you were investigating on behalf of the Dawson interests. You 
were investigating other people who had bid ¢ 

Mr. Fiercuer. Yes, I was investigating to determine whether any 
favoritism was being shown to anybody in connection with that 
transaction. 

Mr. Brownson. But as to all of these activities of the Dawson 
syndicate, in your position with OFLC, you were never called on 
actually to investigate any activities of the Dawson syndicate ¢ 

Mr. Fiercner. The way your question—I wonder if I understand 
you correctly. I did investigate the motorcycle transaction, the 
bidding on the motorcycles over there. 

Mr. Brownson. That was made at the request of some of Mr. 
Dawson's associates. You were not investigating the Dawson syndi- 
cate in that deal / 

Mr. FiLercuer. No. 

Mr. Brownson. You were investigating the part of other bidders? 

Mr. Fiercuer. Yes, that is right. 

Mr. Brownson. And that was done in behalf of the Dawson syndi- 
cate ¢ 

Mr. Furrcner. Yes. 

Mr. Brownson. What I want to know is, with all of these activi- 
ties and all of the surplus that the Dawson syndicate bought, and the 
things that have come out since, whether in your official position with 
OFLC, you were ever called upon to make any investigation of any 
kind concerning the activities of the Dawson syndicate. 

Mr. Fiercuer. No, I was not. 

Mr. Brownson. You were not / 

Mr. Fiercurr. No, sir. 

82897—-51—pt. 1———-35 
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Mr. Brownson. There were some allegations made by Mr. Maragon 
that you received a consideration, a vift, or a gratuity, from one or 
the other, or both, of the Braithwaite or Dawson syndicate. Would 
you like to make a statement on your own concerning that allegation ¢ 

Mr. Fiercuer. Yes; I think I should. I believe Mr. Maragon said 
that Braithwaite told him some time in March 1948, after Braithwaite 
apparently had returned here from England, that he had given me a 
set of Wedgewood china. Well, that is so far-fetched that it is 
ridiculous. I never have been offered a set of any kind of china by 
Braithwaite or Dawson, or any presents of any kind by them and T 
have not ever accepted any present from them. 

I think you asked a question there, Congressman Brownson, just 
before that, in connection with your desire to write legislation for the 
next time that we have an FLC; you asked me if I ever made any 
investigation of Dawson or his activities or Braithwaite or his activi- 
ties. I. might say that I never made any investigation of any syndi- 

‘ate or any person purchasing surplus property or negotiating for 
the purchase of surplus property with FLC. No investigation was 
made of those people. It was a cash-and-carry proposition. The 
only investigation that was sometimes made, I believe, was to look 
these people | up in Dun & Bradstreet, to see whether they had money. 

Mr. Brownson. Of course, you speak of its being a cash-and-carry 
proposition. And yet, if I understand the STEG deal correctly, that 
consisted more of an option which gave them very valuable prior 
rights to much of that property and then they were to pay for it as 
they sold it. To my mind that option was a very valuable considera- 
tion which was not paid for completely in cash at that particular 
time. 

Mr. Fiercner. What transaction was this? 

Mr. Brownson. The Dawson Trucks and Spares transaction with 
STEG in Germany. 

Mr. Fiercner. That has come since my time, I think. I do not 
know about that. 

Mr. Brownson. I know, but I wanted to clear up the record. ‘These 
are not entirely cash transactions, because later on it developed that 
a valuable option was given. 

Mr. Bonner. The record should show at this point that that was 
a transaction between Dawson and the German Government, not be- 
tween Dawson and the United States Government. 

Mr. Brownson. That is right. 

Mr. Fiercuer. I thought I should mention that, because we made 
no investigations of the customer. I think perhaps in the next one it 
would be advisable to do something like that. 

Mr. Brownson. On that same problem of legislation, some allega- 
tions were made by Mr. Maragon that Dawson and the members of 
his syndicate frequently went to members of the purchasing missions 
of other nationalities? 

Mr. Fiercuer. Yes, sir. 

Mr, Brownson. And in approaching those members of the purchas- 
ing missions, they gave them a definite list of material in which they 
were interested, and asked the purchasing mission to try to get this 
material gratuitously from the United States, and then they took 
it over from them for very low figures and it was implied, if not stated, 
that the members of the purchasing mission considered that as a 
personal gratuity. 
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From your experience both in OFLC and in the State Department, 
how do you think we could legislate against that type of thing; sur- 
plus going to a friendly nation and immediately being siphoned from 
there to other channels? In other words, once we lose control of it 
I realize that legally it is gone. I have in mind particularly the Polish 
mission which gave a large list to the American Government of ma- 
terials which they would like to have transferred to them as war sur- 
plus and then immediately, when the materials were transferred, they 
went through Dawson’s channels and the members of the Polish mis- 
sion, according to Maragon, were recompensed for that transfer. How 
do.you think we could take care of that problem legislatively ¢ 

Mr. Fiercner. That would be very difficult, Congressman. In the 
Surplus Property Act of 1944, as amended, the only restriction placed 
upon the purchaser after he once had his hands on the property was 
that he could not import it into the United States. That was one part 
of the act over which I had no responsibility in the matter of enforce- 
ment. That was delegated to the Customs Bureau. But it would be 
very difficult to control. I believe I read that part of Mr. Maragon’s 
testimony where he said that Dawson purchased from the Polish Gov- 
ernment. You see, once this property was turned over to the Polish 
Government by FLC, we lost all control over it. I do not know just 
how you would do that. There should be some way to do it. 

Of course, this restriction against importing into the United States 
was written into the contract. But still there, the Polish Govern- 
ment—I am using the Polish Government for the purpose of illustra- 
tion here—the Polish Government could sell to another individual 
and the other individual could perhaps find some way to bring it into 
the United States and he would not be bound by the terms of the 
original contract. He would not have knowledge of it. I think when 
you are dealing with nations—Poland, Austria, the Netherlands, and 
Britain—I suppose it is a matter of honor, but I do not know where 
you can control it. 

Mr. Brownson. Just a comment on that. That has serious impli- 
cations in the MDAP program, and many of these other programs. 
If arms, either surplus or otherwise, are placed in some nation’s hands 
and disposed of through private channels, that creates quite a problem 
for the Congress in considering both surplus disposal and appropria- 
tions for these aid programs. 

Now, you were speaking of some heavy construction material and 
you spoke of Dawson’s objection, or the objec tion of some of his syndi- 
cate, to the deal that they got. This particular ge pss tion material 
which was to have been declared surplus by the Navy was pulled 
back and put again under Navy control. At the stage where the 
Dawson syndicate received information that it was to be declared 
surplus * * * wasthat information conveyed to them as a matter 
of a regular OFLC list, or was that information that they were getting 
from inside Navy or OFLC channels which was not made available 
generally ? 

Mr. Fiercuer. No. When TI was in Bermuda, between the 11th and 
the 19th of February, there was a lot of controversy about this sur- 
plus property. In fact, we always had, according to Major Johnston, 
a lot of trouble down there. The whole deal seemed to hinge on w hether 
this heavy construction machinery would be included in the deal. 
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That was one reason, apparently, why Hutchins and Milano and other 
companies down there—that was just one of the reasons—why they 
did not want to bid over 5 or 6 percent for the property. Everything 
else had been out of doors and a lot of property had been stolen, and 
that sort of thing, and the only desirable items seemed to be three or 
four heavy pieces of construction machinery. ‘The Navy, at the time 
I speak of, in February, had not declared it, but they were telling 
FLC and Major Johnston that they were going to declare it, as I 
understood it, and the whole deal seemed to hinge on whether the 
Navy was going to declare that machinery. Without that, they did 
not seem to have much down there. I say that was a problem, one 
problem. Another problem seemed to be transportation away from 
Bermuda, of the surplus property. 

Mr. Brownson. And as the deal was finally consummated with the 
Dawson syndicate at 8.5 percent, the Navy did not transfer the heavy 
machinery / 

Mr. Fiercuer. At the time that he talked with me at the Shoreham 
Hotel, in the lobby, that was his complaint, that it had not up to that 
time been declared and he had based his deal on the theory that it 
would be declared, so he wanted to know whom he should see to, per- 
haps, get some adjustment in the contract. 

Mr. Brownson. Did he ever get it ? 

Mr. Friercuer. Whether that machinery was finally declared sur- 
plus, Congressman, I really do not know. I could look into the records 
and find out but I have never done that. 

Mr. Brownson. You outlined to us in connection with Bermuda the 
situation concerning exchange. The fact was brought out that the 
British Government was not willing to let Bermuda firms use Amer- 
ican dollars or dollar credits to purchase the surplus / 

Mr. Fiercuer. Yes. 

Mr. Brownson. Did that same situation exist in Trinidad ? 

Mr. Fietrcuer. No, sir; I do not believe it did. I think that the 
agreement in Bermuda was between the first commissioner, Foreign 
Liquidation Commissioner, and some people in the Bermuda Govern- 
ment, that they would not release dollars and we would not sell down 
there without permission from the Government. It was not a good 
deal. 

Mr. Brownson. That deal did not exist, to the best of your know]l- 
edge, on Trinidad ¢ 

Mr. Frercner. I do not believe that it did. 

Mr. Brownson. That is all 1 have. 

Mr. Suetiey. May I ask a question there? I think the record is a 
little confusing following one or two of the questions that Mr. Brown- 
son asked, and I should like to clear it up. Mr. Brownson asked at 
one point if you had investigated any of the Dawson syndicate or 
Braithwaite and you said that you had made investigations of the 
arrangements for the purchase or examination of the property. Prior 
to that you had said that there had never been any investigation of 
Dawson or Braithwaite. 

Mr. Furrcner. I said that they had never been the subjects of an 
investigation. 

Mr. Suevizy. That is right. I think we ought to clear that up. 
You said one thing and then a few minutes later a litle different 
connotation was put on it. 
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Mr. Fiercuer. Yes, let me put it this way. 

Mr. Suetiry. One other thing, and I think if you give it in your 
own language, it would be better: Mr. Brownson said that the investi- 
gation of Dawson and Braithwaite was not actu: ully an investigation 
on your part or on the part of the Government, but it was an investiga- 
tion of other people involved which was instituted at the request “of 
Dawson or Braithwaite to see if somebody else was being favored. 

Mr. Brownson. That is right. 

Mr. Suetiey. What I want to find out is, Who initiates an investi- 
gation? How would you have made an investigation? Where would 
the request or the order for an investigation come from to you, from 
what source in the Government, or would you make it on a request 
from outside ? 

Mr. Frercuer. My instructions in this instance came from General 
Brown, who was the Deputy Commissioner here in Washington, and 
it was based on this. Maragon said in the first instance when he came 
here that he believed that Van Allen had received money from Dawson 
as Dawson’s representative to turn over to Major Turrou and in return 
Major Turrou introduced Dawson and this man Allingham to General 
Hyssong in Paris. So Maragon was a complainant in that instance. 
Dawson and Braithwaite or Dawson and Allingham would be the 
supporting or corroborating witnesses and Turrou and Van Allen 
would be the subjects. 

Mr. Snetitey. But any investigation or examination made by you 
was not the result of a direct request from Dawson or Braithwaite to 
you, but the result of instructions from the general to you to conduct 
an investigation which was based upon Maragon’s complaint to the 
general ¢ 

Mr. Friercuer. No; based upon Maragon’s complaint to Mr. Chap- 
pelear in the first instance, and then this investigation was turned over 
to General Brown, and General Brown said to go ahead and make the 
investigation. 

Mr. Suetiey. Let us go back and clear up the first part, where in 
one instance you stated that there had never been an investigation of 
Dawson and Braithwaite as subjects of investigation, and then you 
later replied to Mr. Brownson and said that there had been an investi- 
gation by you of at least the circumstances. 

Mr. Fiercner. Yes; that is right, the negotiations. I might say 
again, in the second instance, Maragon said, told us that they were 
being discriminated against in this motorcycle deal and that Colonel 
Robbins in the Paris office was favoring a firm in Belgium in these 
negotiations. So, as I have said before, they arranged to have these 
bids submitted so as to eliminate any question of favoritism. We 
investigated that because Maragon said that Dawson and Braith- 
waite were being discriminated against. So in that instance Colonel 
Robbins was the subject; he was the person alleged to be favoring 
somebody. As the thing turned out, the firm that Colonel Robbins 
was alleged to be favoring was the low bidder and Dawson was the 
next to the high bidder. 

Mr. Bonner. Gentlemen, there has been a quorum call in the House 
and, if there is no objection, the committee will recess until 2: 30. 

(Whereupon a recess was taken until 2:30.) 
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AFTERNOON SESSION 


The subcommittee resumed at 2:30 p. m., Hon. Herbert C. Bonner 
(chairman of the subcommittee ) dirs 

Mr. Bonner. The subcommittee will please be in order. When the 
subcommittee recessed, the witness was about to be questioned by Mr. 
Curtis. 


FURTHER TESTIMONY OF TRAVIS L. FLETCHER, CHIEF OF THE 
INVESTIGATIONS BRANCH, SECURITY DIVISION, DEPARTMENT 
OF STATE 


Mr. Fiercurr. Before we go on with the questioning, I would like 
to make a correction in a statement. that I made before lunch, if I may. 

Mr. Bonner. What is that, sir? 

Mr. Fuercuer. At least explain. I made the statement before 
lunch, in answer to a question about interviewing witnesses at the 
places that they selected—I believe I made the statement that it is 
customary with all Government investigative agencies for their agents 
or investigators to do that. I would like to amend that statement to 
answer it in this way; in all of the agencies with which I have been 
associated, that has been the policy. I do not want to speak for 
agencies of the Government about which I know nothing. 

Mr. Bonner. I should like the record to show that Mr. Fletcher, 
the witness, has been previously sworn. It is understood that you are 
under oath ¢ 

Mr. Fiercuer. Yes, sir. 

Mr. Bonner. You may proceed, Mr. Curtis. 

Mr. Cortis. Mr. Fletcher, what was the value of the property in 
Bermuda, if you know, in rough figures? 

Mr. Fiercuer. Well, as I reeall it, it was somewhere around 
$800,000. 

Mr. Curtis. Was that the cost to our Government, or was that what 
they were paying for it? 

Mr. Fiercurr. That was the cost to our Government. 

Mr. Curtis. And they were paying 8.5 percent of that amount: 
is that correct ? 

Mr. Fiercuer. That is right. 

Mr. Curtis. That was the total amount of the surplus in Bermuda; 
they were cleaning out, were they not ? 

_ Mr. Fiercuer. Yes; that was the residual, what was left over after 

> years of sales, selling off various items, and this was what was left. 

te Curtis. Is there a list available of what those items were in 
any of the offices today ; do you know? 

Mr. Frercner. Oh, yes; 1 am quite sure there is a list. 

Mr. Curtis. Where could that be obtained ? 

Mr. Frercner. That could be obtained, I am sure, by the commit- 
tee requesting the Department of State to furnish you with the file. 

Mr. Curtis. Was it customary on items of this nature to have bids 
advertised for this property, or what was the procedure ? 

Mr. Fiercuer. The FLC did business in two ways, as I believe I 
mentioned in my original statement. They could negotiate directly 
with various people whom they considered to be interested in the 
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property and on the basis of those verbal negotiations they could sell 
to the high bidder. Or they could submit invitations to bid. 

Mr. Curtis. Did they do such a thing in the case of the Bermuda 
surplus ¢ 

Mr. Fietcuer. In the case of the Bermuda surplus—— 

Mr. Curtis. That is, issue invitations to bid. 

Mr. Fiercuer. I do not believe that they did, but I am not sure. 

Mr. Curtis. I believe you previously testified that they were having 
difficulty in selling it? 

Mr. Fievcuer. Yes. 

Mr. Curtis. I was just wondering, Would not the logical thing to 
do be to advertise for bids, particularly in this country ¢ 

Mr. Fiercuer. Well, I do not know how they handled that. I only 
came into the picture in February 1948. 

Mr. Curtis. Yes, but you have previously testified that you went to 
Bermuda and you had had quite a discussion with Mr. Ryan there 
about the Bermuda property; and he was saying that he could get 
only 6 percent ; surely you must have asked that question, whether they 
had advertised ¢ 

Mr. Fiercuer. I do not recall that I asked that question, because 
his superior, Major Johnston, was with me and they were trying to 
sell to that firm im Bermuda. 

Mr. Curtis. You were out there investigating that, were you not? 
Was not that the purpose in going to Bermuda ¢ 

Mr. FiercHer. I was out there to investigate, to find out whether 
they had had any offers, any higher offers. 

Mr. Curtis. Exactly. But in such an investigation, would you not 
inquire whether they had advertised or what method they had used ¢ 

Mr. Fixrcner. No, 1 would not, because they had authority to sell 
either by issuing invitations to bid or by direct negotiation. 

Mr. Curtis. Why would you have to go to Bermuda to find that 
out? Correspondence could have told you that ¢ 

Mr. Fiercuer. I believe I have testified that there was a rumor 
or a report to the effect that one Lewis Maxwell had offered 7.5 percent 
for this property. 

Mr. Curtis. Yes. 

Mr. Fiercuer. And that report got back to the office in Washing- 
ton. General Brown told me that in going down there he wanted me 
to check into that. I did interview Lewis Maxwell and he told me that 
he had offered 7.5 percent, but that he had no money and that his offer 
was based simply on taking the property at 7.5 percent and, as he 
sold it, he would pay the Government. 

Mr. Curtis. In other words, you were investigating a complaint 
that somebody must have made / 

Mr. Fiercuer. That is right, a report. 

Mr. Curris. I should think—and I would like to have your com- 
ment on this—that if you were investigating a complaint of how bids 
were handled out there, you would have inquired as to whether it was 
being advertised. 

Mr. Fiercner. Well, I would not make that inquiry, because they 
liad authority to sell it either way. 

Mr. Curris. I understand that, but as part of your report, would 
not that bea natural thing todo so? If it would not, all right, but—— 
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Mr. Frietrcuer. No, I would not. I do not know what I would do, 
but in that case I did not ask. 

Mr. Curtis. You did get information, though, that they were look- 
ing around for some other bids, did you not ? 

Mr. Fiercuer. That they were looking around? 

Mr. Curtis. For other bids for the Bermuda surplus. 

Mr. Fiercurr. No. When I was there, they were trying desperately 
to sell to this company, and the Bermuda Government would not 
release dollars to this company to buy. 

Mr. Curtis. I understand that, but they were also interested in 
other bids, if it was possible to get them, and you were aware of that? 

Mr. Fiercuer. Yes. 

Mr. Curtis. What I am leading up to is this. Later you went on 
to Europe, and you were saying that you discussed with Braithwaite 
and Dawson—they had asked some questions about where there was 
surplus property, and you probably told them about this Bermuda 
property, did you not? 

Mr. Fiercuer. I believe I testified that I did; that they asked me 
whether there was any other surplus property available. 

Mr. Curtis. And you told them about the Bermuda surplus? 

Mr. Fiercuer. I told them I thought there was surplus property 
in Panama and in the Pacific Islands and in Bermuda. 

Mr. Curtis. Did you tell them how to go about getting the Ber- 
muda surplus ¢ 

Mr. Fietcuer. No, I did not. I told Braithwaite, when he got to 
. Washington, he should check with General Brown. He was going to 
see General Brown anyway to repudiate the statement that Maragon 
had made, and I told him at the time he saw General Brown to in- 
quire of General Brown, and General Brown would put him in touch 
with the people who could tell him where the surplus property was. 

Mr. Curtis. You said that at a later date when you saw, I believe 
it was Dawson, that he complained about the fact that this Bermuda 
surplus did not include certain heavy machinery; Dawson made that 
complaint to you? 

Mr. Fiercuer. Yes. And he asked me whom he should see to try 
to get some adjustment. 

Mr. Curtis. That is right. At the same time you testified I believe 
that Dawson said that Ryan had misrepresented what the property 
was to consist of ? 

Mr. Fiercuer. Yes. 

Mr. Curtis. Did you investigate Ryan at that time? 

Mr. Fietcurr. No. I did this. I talked with Major Johnston, his 
superior, in Washington; and Major Johnston, as I recall, told me 
that this heavy equipment was not declared at the time that the con- 
tract was signed and therefore he had informed Dawson that he could 
not make any adjustment on the basis of the failure of the Navy to 
declare this equipment surplus. 

Mr. Curtis. At this time did you know that Ryan was in the employ 
of Mr. Dawson? 

Mr. Fiercuer. At this time? That is, at the time that Dawson 
talked with me? 

Mr. Curtis. Yes. Incidentally, what was that date? 

Mr. Fiercuer. That was, as I said, shortly after the 14th of April. 
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Mr. Curtis. Did you know that Ryan was in the employ of Dawson 
at that time / 

Mr. Friercuer. No, I did not. 

Mr. Curtis. Do you know as of this date that he was in the employ 
of Dawson at the time? 

Mr. Fiercuer. Yes. I found out I think—I first learned of that 
on the occasion of one of Ryan’s visits to the FLC office. The records 
reflect that Ryan came back to the United States from Bermuda on 
the 27th of April and then he went on leave and he came back to the 
FLC office oid once or twice after he got back from Bermuda. And 
on one of those trips back there, he came into the office and he told me 
that he was going to work for Dawson; my recollection is that he 
told me he was going to work for Dawson and that Dawson was nego- 
tiating for the purchase of all the surplus property in the Aleutian 
Islands. 

Mr. Curtis. Was that a regular thing to do, would you say that was 
normal, for a person who had been in charge of the sale of surplus 
property to go to work immediately for the person to whom he sold 
it? Did you comment to Ryan about that at all? 

Mr. Fiercuer, Well, I would not like to pass judgment on that. 
I think you gentlemen 

Mr. Curtis. No, I want to get your views. You were in charge of 
compliance and I am interested in knowing how you, as the chief 
compliance officer, felt about a situation like that. 

Mr. Fuietcuer. This is what I told him. I told him, of course, that 
that was none of my business, but I did want to caution him that he 
could never represent Dawson in any negotiations with the Foreign 
Liquidation Commission. I cautioned him about that. 

Mr. Curtis. And that was a policy, was it, of the Foreign Liquida- 
tion Commission ? 

Mr. Fiercner. That was the law. 

Mr. Curtis. That was statutory? 

Mr. Fiercuer. That was statutory. 

Mr. Curtis. And when could he again come before the Foreign 
Liquidation Commission? Was there a time limit on that? 

Mr. Fiercuer. I believe section 27 of the act said that for a period 
of a year and a half after—I am not certain about that—a period of 
a year and a half after an employee of an agency has been employed 
in that agency, he shall not represent anyone in a negotiation for or 
a purchase of surplus property. That is the way the act is written. 

Mr. Curtis. And that would apply to Ryan? 

+3 Fietcuer. That would apply to Ryan in any negotiation with 
FLC. 

Mr. Curtis. How about the Aleutian Island surplus? Was not that 
under FLC? 

Mr. Fiercuer. It would not apply to his purchases there, because 
T believe that that was under the Satocior Department or under the 
War Assets Administration. 

Mr. Curtis. Under War Assets? 

Mr. Fiercuer. Yes, sir. 

Mr. Curtis. It would have applied to property in Germany, would 
it not? 

Mr. Fiercuer. Oh, yes; it would. 

Mr. Curtis. Ryan went on to Germany, did he not? 
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Mr. Fiercuer. Yes. I heard that he was going and I wrote to the 
Paris office of FLC and told them that I heard that he was coming 
and that he was traveling in Europe for Dawson and to be on the 
lookout ; that it would be a violation of the law. 

Mr. Curtis. Do you have a copy of that correspondence? 

Mr. Fiercuer. Yes; I believe Ido have. 

Mr. Curtis. I wonder if you could furnish that to the subcommittee, 
if the chairman agrees. 

Mr. Fiercuer. Yes. 

Mr. Bonner. Yes, sir; we should like you to get that and have it 
inserted in the record at this point. 

(The material referred to marked as “Exhibits 51A and 51B” 


follow :) 


Exurtsir 514A 
Aveust 5, 1948. 
Maj. Leon G. TuRRov, 
Director, Compliance Division, 
Office of the Foreign Liquidation Commissioner, 
41 rue du Faubourg St. Honoré, Paris, France. 

Dear Mason Turrou: Our representative in Bermuda at the time of the bulk 
sale of surplus to Dawson and Braithwaite was William Ryan. After the bulk 
sale, Ryan returned to Washington and he was terminated on or about June 18. 
It has been reported to us that he has since accepted employment with Dawson 
and Braithwaite and is now in Europe representing them. If you obtain any 
confirmation of this report, please let us know and be on guard against any at- 
tempt by Ryan to represent Dawson and Braithwaite in any negotiations with 
your office. 

We have no control, of course, over Ryan’s relations with Dawson and Braith- 
waite, but it is our desire to protect OFLC from any possible chance that our 
salespeople might deal with Ryan in violation of section 27. On this basis, it 
would be my suggestion that clearance not be given Ryan should he apply for 
a permit to visit Germany as their representative for the purpose of inspecting 
surplus property. 

In order to assist us in keeping a check on the activities of Dawson and Braith- 
waite, it would be desirable if you could arrange through French customs or 
otherwise to advise us when Ryan departs from Europe for the United States. 

Very truly yours, 
Travis L. FLETCHER, 
Director, Compliance Division. 


Exursit 51B 


OFFICE OF THE FOREIGN LIQUIDATION COMMISSIONER, 
HEADQUARTERS, CENTRAL FIELD COMMISSIONER FOR EUROPE, 
41 Rue du Faubourg St. Honore, Paris, France, August 10, 1948. 


The ForEIGN LIQUIDATION COMMISSIONER, 
Office of the Foreign Liquidation Commissioner, 
Temporary R Building, Fourth and Jefferson Drive SW.., 
Washington 25, D.C. 


Attention: Mr. Travis L. Fletcher, Director, Compliance Division. 
Reference: William E. Ryan. 

Dear Mr. FLeTcHER: Reference is made to your letter of August 5, 1948, in 
which you inquired about the above-named individual. The records of our 
customers service section show that Mr. Ryan was placed on OFLC orders on 
July 8, 1948, along with Messrs. I. N. Maclaren and C. F. Hutchesson, both British, 
to inspect surplus property at Hamburg, Rotenburg, and Bergedorf in the British 
zone of occupation, from July 9 to 17. 

In the early part of June Mr. Ryan, accompanied by Messrs Charles and George 
Dawson, came to Mr. F. E. H. Kuehn, chief of the general sales branch, and 
requested travel orders permitting them to inspect vehicles and motorcycle spare 
parts in which the Dawsons were interested. In conversation with the afore- 
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mentioned persons, Mr. Kuehn learned of Ryan’s past association with OFLC 
and of his present situation as a representative of the Dawsons. Mr. Kuehn 
telephoned me and reported these facts, asking whether or not travel orders 
should be issued to Ryan and the others. I informed him that, because of section 
27 of the Surplus Property Act, OFLC should not deal with Ryan as an agent of 
a customer, but that orders could be issued to the others. Mr. Kuehn noted the 
instructions but did not pass them on to his subordinates, and he was on vacation 
a month later when the Dawson group returned to his office. Capt. Donald F. 
Moore, of the general sales branch, who was not aware that Ryan was a former 
OFLC employee, requested the issuance of the travel orders in the absence of 


Mr. Kuehn, 

I am informed that no sale was made as a result of this inspection trip, since 
the property in which the Dawsons were interested was awarded to the French 
and Netherlands Governments. Records indicate that Ryan is residing at the 
Hotel Excelsior in Antwerp, Belgium. Neither his European itinerary nor his 
expected date of return to the United States is known to me. If such information 
becomes available I shall notify you, but in any case, I would suggest that you 
make arrangements with the United States authorities in that connection. 

I have given the customers service section instructions not to issue any further 
orders to William Ryan without first consulting me. Those instructions have 
been prominently noted on Ryan’s card in the alphabetical file which that section 
maintains, and which is referred to each time orders are issued, so that another 
slip-up should not occur. 

Yours very truly, 
LEon G. TURROU, 
Major, CMP, Director, Compliance Division 
(For the Acting Central Field Commissioner ). 

Mr. Bonner. In connection with that, did you receive orders from 
General Brown to look into these transactions that we have been 
discussing ? 

Mr. Fiercuer. I received orders from General Brown to look into 
the Bermuda matter, the report that we received that some person 
in that office had offered 7.5 percent. Then when I got back from 
Bermuda I received instructions from General Brown, after Maragon 
‘ame to our office and complained about the way Dawson had been 
treated with respect to the motorcycles, that I should go to Europe 
and make inquiry about that. 

Mr. Bonner. Was it the general policy and was it understood that 
your directives came from General Brown ¢ 

Mr. Fvercuer. That is true. 

Mr. Bonner. In other words, the authority under which you were 
working came down from General Brown’s office ? 

Mr. Fiercuer. That is so. 

Mr. Bonner. And all your movements were directed from his 
office / 

Mr. Fuiercuer. That is right. 

Mr. Curtis. Were those orders from General Brown written orders, 
Mr. Fletcher? 

Mr. Fiercner. No; they were verbal. 

Mr. Curtis. There would be no record of those orders that would 
guide us as to the comprehensiveness of your assignment ¢ 

Mr. Fiercuer. No; there would not be. 

Mr. Curtis. One other question. When did you learn that Ryan 
was actually, at the same time that he was being paid by the Govern- 
ment, receiving money from Mr. Dawson ? 

Mr. Furrcuer. When I read it in Mr. Pearson’s column a short 
time before Mr. Maragon testified here. 

Mr. Curtis. In other words, that had not come to the knowledge of 
youself, in your capacity when you were with OFLC ¢ 
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Mr. Fiercuer. No; it had not. 

Mr. Curtis. If that had come to your attention, would that have 
been cause for your taking any action, or would you simply have re- 
ported to General Brown? How would a situation lke that be 
handled ¢ 

Mr. Fiercuer. If I had received that information I would have 
gone to General Brown with it and then I would have relied upon his 
judgment and his authority to go ahead with an investigation of it. 

Mr. Curtis. Suppose you came up with some results; where would 
that investigation lead? I wonder if you could just tell us the legal 
process. 

Mr. F.ercuer. You mean for the purpose of taking any action ? 

Mr. Curtis. Yes. Suppose, for instance, you had had a copy of 
the check, a photostat copy of which this committee received, showing 
that Ryan had received pay from Dawson at the same time he was in 
charge of the Bermuda surplus and receiving Government pay—if 
you, as an investigator, found that out, where would you report such 
a thing? 

Mr. Fiercuer. I would have reported it to General Brown. 

Mr. Curtis. And then what would have been the normal action? 

Mr. Fiercuer. Then the normal action would be for him to tell me 
to go ahead and make an investigation. 

Mr. Curtis. You have already got the investigation. Then what 
happens ? 

Mr. Frercner. After I made the investigation, what would 
happen ? 

Mr. Curtis. Yes. 

Mr. Friercner. Then I would report back to him the results. 

Mr. Curtis. I am trying to get at what OFLC would do. Let us 
take a hypothetical case. A person might be fired as the result of 
that? The matter might be referred to the Attorney General? Is 
that what would happen? 

Mr. Frercuer. I would submit my report to General Brown and 
then General Brown, with the Commissioner—he was the Deputy 
Commissioner—would decide on the action to be taken; that is, admin- 
istratively. 

Mr. Curtis. You would have no decision on the action ? 

Mr. Fiercuer. I would have no decision. 

Mr. Curtis. Would you make recommendations ? 

Mr. Fiercuer. I would make them if they asked for them. But 
our policy was that my reports were supposed to be factual and speak 
for themselves and on the basis thereof they could take action with- 
out any recommendation. 

Mr. Curtis. Was it your policy to make written reports when you 
were asked for reports? For instance, when you went out to Bermuda, 
did you make a written report? 

Mr. Fiercuer. Yes, I did. 

Mr. Curtis. On the matter of the 7.5-percent bid ? 

Mr. Fiercuer. I did; yes. 

Mr. Curtis. And I assume that record would be available, would 
it not? 

Mr. Frercuer. Yes; that would be available. 

Mr. Curtis. Then I presume, too, that you made a written report 
of your European investigation ? 
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Mr. Fiercuer. Yes; I did. 

Mr. Curtis. And that, too, would be available to the committee ? 

Mr. Fiercuer. Yes; it would be. I might mention in connection 
with the European investigation that you just speak of, the only 
difficulty about making that report a matter of record is that it con- 
tains some expressions of opinion by security people, of a foreign 
government and it would be embarrassing to our liaison to make it a 
matter of record. However, the reports were given to the Senator 
Hoey committee and he reviewed them; their investigators reviewed 
those reports. 

Mr. Curtis. How recent was that, Mr. Fletcher / 

Mr. Fixercuer.That was at the time of the investigation of Mr. 
Maragon, in the 5-percenter investigation. 

Mr. Curris.They would be available to this committee, but not for 
publication ¢ 

Mr. Fiercuer. I would like to ask that 

Mr. Curtis. They would have to be cleared; I understand that. 
Your mentioning the possible embarrassment to foreign governments 
brings up a question Mr. Brownson asked. As a matter of fact, did 
not Maragon also point out or complain the second time he visited of 
the fact that Dawson or his group, or Van Allen in particular, was 
actually working through a scheme, using the purchasing missions 
of foreign governments, to procure FLC property; that the foreign 
governments were given certain priorities, particularly in Europe, on 
that surplus, and they could come in and buy ? 

Mr. Fiercuer. Yes. 

Mr. Curtis. We have had testimony to the effect that Dawson and 
his crowd were working through them. What I am asking you is, Did 
not Maragon make that complaint to your office at the same time with 
these other complaints ? 

Mr. Fiercuer. No, sir, Congressman. The first time I ever heard 
that was the reference he made to it in his testimony here. I believe 
his testimony had something to say about Dawson purchasing surplus 
property from the Polish purchasing mission. 

Mr. Curtis. That is correct; that was one of them. 

Mr. Fiercuer. I never heard that complaint before. The question 
arises in my mind, why Dawson would buy from the Polish  eseaney 
ment when he could bid on the same property. 

Mr. Curtis. Maybe you can help the committee on that. It was our 
understanding that a purchasing mission representing a foreign gov- 
ernment had certain benefits and rights that a private group would not 
have. Is that an incorrect assumption ¢ 

Mr. Fietcuer. I do not think that they had any benefits that private 
individuals would not have. I think, as I recall it, this Government 
extended some credits in order that they might purchase this surplus 
property. 

Mr. Curtis. Would it be a matter of policy, perhaps, that they 
would be given preference, or were they given preference, or do you 
know ? 

Mr. Fiercuer. Yes; I think so. I think certain governments were. 
I think the Greek Government, for instance, was given certain 
priorities and some help in rehabilitating the country. It was part 
of the general over-all rehabilitation plan and program. 
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Mr. Curtis. But you do not recall that Maragon ever made that 
complaint or that that complaint was made? 

Mr. Fiercuer. I am quite sure that the complaint was never made 
to anybody. I never heard of it. 

Mr. Curtis. Without trying to get you to divulge something you 
should not, how would a foreign government become involved in 
that particular report of yours? 

Mr. Fiercuer. I am sure I did not make myself clear. In connee- 
tion with my investigation over in Europe, I checked with certain 
police officials to ask about various characters involved in the investi- 
gation. 

Mr. Curtis. I see. 

Mr. Fiercuer. Some of those people, as in the case of Dawson— 
there was a record of his previous conviction and I saw that and 
looked at it, so I can testify to that. But there are also some expres- 
sions of opinion by some police officials, I will say, or security people 
of a foreign government to me concerning the character of certain 
individuals and, you understand, that that means the State Depart- 
ment liaison with that police agency in the foreign government—we 
want their cooperation and they receive ours. 

Mr. Curtis. One thing you did investigate was Van Allen, I pre- 
sume; his reputation and his background as far as his activities 
around Paris were concerned ¢ 

Mr. Fiercuer. No. I made this investigation with respect to 
Van Allen. Maragon’s complaint was that Van Allen received money 
from Dawson on the representation that he had to pay off people in 
FLC. 

Mr. Curtis. That is right; that is what I understood. 

Mr. Fierener. First of all I checked to find out whether Van 
Allen ever bought anything from FLC. That would be the first 
thing to look for. He had never purchased anything. Maragon told 
me that Dawson and Braithwaite would corroborate this story, or 
told Chappelear that. We interviewed Dawson and Braithwaite and 
they did not corroborate it. 

Mr. Curtis. Wait a moment; let me get back to that point. You 
had previously testified that Dawson and Braithwaite were with 
Maragon at the time he originally made that complaint here in Wash- 
ington / 

Mr. Fiercuer. That is right. 

Mr. Currts. And in his presence they had said nothing? 

Mr. Fiercuer. That is right; they would not corroborate. 

Mr. Curtis. They just did not say anything, as I understand it. 
They did not deny it in the presence of Maragon / 

Mr. Firrciver. They did not deny it. 

Mr. Curtis. But then, when you went over to Europe, in your in- 
vestigation, you were going to double check with them, it that correct, 
even ‘though they, in the presence of Maragon, had not denied it ¢ 

Mr. Furercurr. That is right. We wanted a written statement 
from them, 

Mr. Curris. On their complaints? 

Mr. Fiercuer. That is right. We wanted a written statement 
either that they had given money to Van Allen on that representation 
or that they did not. 
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Mr. Curtis. Of course, if they had given it to them, they would be 
putting themselves in a pretty bad spot, would they not ? 

Mr. Fuercuer. Yes; it would have put them in a bad spot. 

Mr. Curtis. Surely. They were not likely to admit that after they 
thought it over. 

Mr. Fiercuer. I should think not. 

Mr. Curtis. That was the impression that I got, because this was 
money for bribery, to use plain English, was it not; L mean, it was 
alleged to be? 

Mr. Fiercuer. That is it exactly. If they had corroborated Mara- 
gon’s statement they would have shut themselves out of any further 
dealings with FLC. 

Mr. Curtis. To me, that would not be a very helpful thing in the 
investigation. So my question was—and | would like a direct an- 
swer—you did not investigate the reputation of Van Allen around 
Paris? 

Mr. Fiercuer. Well, I investigated—I made an investigation of 
Van Allen to the extent that we thought was appropriate. 

Mr. Curtis. That is what I am trying to get at. You first said 
you did not and now you say to the extent that it was appropriate, 
What did you doin Paris? Does your report include an investigation 
of Van Allen ¢ 

Mr. Fiercuer. Yes; it did. 

Mr. Curtis. Of what you had done there / 

Mr. Fiercuer. Yes. 

Mr. Curtis. So we could get that from the report / 

Mr. Fiercuer. Yes: well, I did not investigate him in Paris. I 
investigated him here in Washington after the complaint was made.* 
We investigated him, we checked on him here in this country. He is 
an American citizen. 

Mr. Curtis. And that was one reason you thought it was worth 
while going further ¢ 

Mr. Fiercuer. That was not the reason why. 

Mr. Curtis. No; I say a reason. 

Mr. Fiercuer. It was a reason. 

Mr. Curtis. Let us put is bluntly. Did Van Allen have a criminal 
record, or did he not? 

Mr. Fiercuer. Oh, yes; he did. We found that he had been con- 
victed in London; he had been convicted in London for using a British 

yassport, and he was an American. He served about 3 months, I 
fohere. 

Mr. Curtis. What was he doing in Paris when you went over there / 

Mr. Fiercner. As far as I know, he was not in Paris when I was 
there. 

Mr. Curtis. What had he been doing there ? 

Mr, Fiercner. Well, he had been to see General—— 

Mr. Curtis. I mean, what was his job? Was he with Dawson when 
he was in Paris, or was he connected at any time with any of our 
governmental agencies / 

Mr. Fiercurr. He submitted a bid for trucks in Germany. 

Mr. Curtis. No, no; what was his job? Was he working for the 
Government at that time? 

Mr. Fiercuer. Oh, no. He was not a Government man. 
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Mr. Curtis. He was working solely for Dawson, if anybedy, so far 
as you knew? 

Mr. Fiercuer. As far as 1 knew. 

Mr. Curtis. As far as your investigation shows? 

Mr. Frercuer. Yes. 

Mr. Curris. Part of the complaint, though, was that he was too 
friendly with a lot of your OFLC people over there ? 

Mr. Fiercuer. With one man only—that was Major Turrou— 
and with this Colonel Robbins. 

Mr. Curtis. Major Turrou and Colonel Robbins. Did your investi- 
gation show that he was on very friendly terms with them or not ? 

Mr. Fietrcuer. It did not show that. 

Mr. Curtis. You then went to London, or to England, you say, to 
see Braithwaite. You had seen Braithwaite in Paris? 

Mr. Fuiercuer. Yes; I had seen Braithwaite in Paris. 

Mr. Curtis. And then you wanted to go to London to see Dawson? 

Mr. Fiercuer. That is right. 

Mr. Curtis. Did you investigate Braithwaite’s background? 

Mr. Fiercuer. Yes; I made some inquiry. My purpose in doing 
that was to find out about his credibility—not that he was the subject 
of investigation. 

Mr. Curtis. I understand ; but you wanted to check his credibility ? 

Mr. Fiercuer. Yes. 

Mr. Curtis. And what did you find there? 

Mr. Fuzrcuer. We did not find any criminal record against him. 
I found that he was a member of a very prominent family there. His 
father was a member of Parliament, they told me when I was there. 

Mr. Curtis. Yes; a former fuel commissioner. 

Mr. Fiercuer. And I think in the Cabinet during the war. I found 
that he had been in the American Army and had been discharged as a 
captain in the Air Corps, honorably discharged. About 1946, I be- 
lieve, he came out of the Army; and except for that I found very little. 

Mr. Curtis. What sort of business had he been dealing in? Had he 
been associating with, or had he been employed by, reputable firms? 

Mr. Fiercuerr. | did not gointo that. Ido not know anything about 
his employment history. I merely checked him with the police, and 
they had nothing derogatory against him. There is one source which 
I would like to keep confidential. It is in the report. They told me 
that he was not ambitious; he lacked ambition; he had been in a lot 
of kinds of businesses, but actually he did not have to do anything; 
his family was very wealthy. 

Mr. Curtis. We have heard the report that he had been in a number 
of scrapes and was a sort of a black sheep. Would you say that that 
was a fair estimate of your findings over there at the time, or would 
that be an unwarranted conclusion? 

Mr. Fiercner. Well, I would not want to conclude that, in the 
light of his Army background and his serving in our Air Force. I 
would not want to conclude that he was no good and that he was a 
black sheep and that sort of thing. I would not want to draw that 
conclusion. 

Mr. Curtis. But the best description is that since getting out he has 
shifted from one thing to another? 

Mr. Fiercuer. Yes; he had jumped from one job to another. 
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Mr. Curtis. Getting to George Dawson, you went to the police to 
investigate him, too, did you not / 

Mr. Fiercuer. I made a check of the police records in London on 
him. He was making statements about our foreign liquidation people. 
I wanted to know to what extent his statements could be believed. 

Mr. Curtis. Had he been making derogatory remarks against our 
people ? 

Mr. Fiercuer. Allegedly he was. He was reported by Maragon. 

Mr. Curtis. I know that. You talked to Dawson for an hour there. 
What had he told you in that hour ¢ 

Mr. Fiercner. He didn’t make any allegations of his own against 
anybody in FLC. 

Mr. Curtis. But you still thought you would check ¢ 

Mr. Fiercuer. I thought I should check. 

Mr. Curtis. What did you find? You said Scotland Yard said he 
had a criminal record, 

Mr. Fiercner. Yes. The record was to the effect that he had been 
convicted in 1937, I think it was. 

Mr. Curris. Of what ? 

Mr. Frercuer. And sentenced to 18 months, for fraud. 

Mr. Curtis. For fraud? 

Mr. Fiercuer. Yes. 

Mr. Curris. Had he been in other scrapes and possibly might not 
have been convicted ¢ 

Mr. Fiercuer. That was the only thing they had. I asked them 
if they had anything else, and that’s all they had. 

Mr. Curtis. Did they have anything as to his reputation and as- 
sociates ? 

Mr. Fiercuer. Well, they told me that some investigations were 
being conducted in connection with tax matters. 

Mr. Curtis. With respect to him ¢ 

Mr. Fiercuer. Yes. 

Mr. Curtis. You did not pursue any of that further ? 

Mr. Frercuer. No; I didn’t. 

Mr. Curtis. When was it you told Dawson about these various 
other places where surplus material was available ? 

Mr. Fiercner. You say, when was it ? 

Mr. Curtis. Yes. 

Mr. Fiercuer. When we were sitting at the Croydon Airport that 
morning, and Braithwaite was leaving. 

Mr. Curtis. That was before you went down to Scotland Yard? 

Mr. Fiercuer. Yes. That was when I told him he could check with 
General Brown. 

Mr. Curtis. Maragon also alleged that Dawson came to this country 
under a passport procured by fraud. Did you know about that? 

Mr. Fiercuer. No, sir. As I recall his testimony, it was to the effect 
that he had obtained a visa from our Embassy in London to come to 
the United States. 

Mr. Curtis. Yes; a visa. 

Mr. Fiercuer. By bribing some clerk at the Embassy. 

Mr. Curris. Because he had a criminal record, and if the criminal 
record showed he could not have gotten it; is that not right? 

Mr. Fietcuer. That is what his testimony was. 

Mr. Curtis. I am asking you if that is accurate. 
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Mr. Frercner. Well, the first I ever heard of that 

Mr. Curtis. Let me ask you the point-blank question: If a man 
has a criminal record, can he get a visa if he tells about that criminal 
record? Does he have to resort to fraud to get a visa ? 

Mr. Fiercner. Didn’t you ask me whether Maragon ever reported 
that ¢ 
Mr. Curtis. No; I did not ask you whether he reported it. I asked 
you whether you knew about it, and you answered that. Then the 
next thing I was asking you was whether or not it was necessary for 
Dawson to resort to that tactic in order to get a visa. 

Mr. Fuercner. No; it wouldn’t be necessary. 

Mr. Curtis. In other words, he could have gotten one even though 
he had a criminal record ¢ 

Mr. Fietcner. No; he could have gotten one in this way: An ap- 
plication for a nonimmigrant visa, as far as I know, doesn’t ask the 
question, “Have you been convicted of a crime?” That is as far as I 
know. The person makes an application for a visa on a nonimmigrant 
visa. There are thousands in London making those applications. 
Unless the clerk or the consul had reason to believe that the individual 
had a criminal record or was an undesirable character, he would not 
check on him. 

Mr. Curtis. The reason I am asking those questions, of course, is 
that, after you got back, there Dawson was. You knew about his 
criminal record. I am wondering whether you reported the fact that 
this man was in this country. 

Mr. Fietcuer. I reported it to General Hyssong. When I came 
back, I reported it to the people back here. 

Mr. Curtis. That this was a man with a bad record from England 
who was over here trying to buy our surplus property ¢ 

Mr. Fiercuer. Well, I just told General Hyssong. He was then 
negotiating for the motorcycles, or at least Braithwaite was, in 
Paris. 

Mr. Curtis. You see what I am trying to get at, at any rate, in this. 
Even though you might not have gone over to Europe to investigate 
Dawson in particular, you did investigate him, and you did find out 
he was a criminal and a man who was in the black markets, and yet 
you gave him information on surplus property, and then when he 
came over to this country you testified you met with him and had 
further dealings with him. I am just wondering. Here you are, the 
head of the Compliance Section. Does that add up? 

Mr. Fiercuer. Well, when I found out he had a criminal record, 
I reported that to the authorities in Paris. But, you see, the fact that 
Dawson had a criminal record would not have precluded or prevented 
him from negotiating for the purchase of surplus property. 

Mr. Curtis. Obviously not. But I am asking you in your reporting 
and when you came back to this country in your own dealings and in 


your own field 





Mr. Fiercuer. The only dealings I had with Dawson when I came 
back to this country was to listen to another complaint. 

Mr. Curtis. To put yourself out to go by the hotel to do that? 

Mr. Fiercuer. I didn’t put myself out in that instance. I was leav- 
ing the office. I didn’t want to stay there. I was leaving for the day. 
He said he wanted to talk with me; he had some information he 
wanted to give me. I said, “All right; where are you staying?” He 
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said, “At the Shoreham.” I said, “I have to go right by there to go 
tomy home. I will stop there.” 

Mr. Curtis. I remember what you said, but I just draw my own 
conclusions from it. I say you put yourself out to go by to his 
accommodation. 

Let us leave that and get around to a previous question I asked 
you which was general, Let us make it specific. 

The investigation you made has revealed these things. What action 
did you or does your office take as a result of this investigation that 
you made into Maragon’s complaints? Of course, you already knew 
Van Allen had a criminal record and was in this surplus property. 
Here is Dawson in the picture in a similar type of thing. Is there any 
way that you notified the various OFLC people of this situation, the 
same way that you apparently did with regard to Mr. Ryan when he 
no longer was there ¢ 

Mr. Fiercner. Of course. 1 told General Hyssong as soon as I got 
back from England. 

Mr. Curtis. I mean, was there a procedural set-up in OFLC to 
exchange information of this nature when you know that you are 
running into people of this nature / 

Mr. Fiercuer. Well, | would naturaliy report it to the man who 
was dealing, or whose employees were dealing, with him. 

Mr. Curtis. Did you? You would naturally do it, but did you 
in this instance ¢ 

Mr. Fiercuer. I did it. I did it to General Hyssong. I reported 
to him in Paris. 

Mr. Curtis. Did the office report it anywhere else? Let us put it 
that way. 

Mr. Fiercurr. I don’t know. They accepted his bid on the motor- 
cycles. 

Mr. Curtis. Apparently it did not make any difference. 

Mr. Frercuer. I don’t think that would make any difference. 

Mr. Courrts. It did not make any difference with this character on 
the Bermuda deal, either. 

Mr. Fiercuer. Well, the bid on the motorcycles was put in by 
Braithwaite. 

Mr. Curtis. I am talking now about Bermuda. 

Mr. Fiercuer. I don’t suppose it would have made any difference. 
I don’t suppose it would have. There was nothing in the act, you see. 

Mr. Curtis. Yes. You see what we are interested in. 

Mr. Furrcuer. Yes. 

Mr. Curtis. If there is something the matter with the way we 
handle these things it should be corrected. I think you are familiar 
with what has developed and what this Dawson outfit was able to do 
and is still apparently in the saddle on, on these trucks and spares in 
Germany. Here this information of what kind of person we are deal- 
ing with was partially available, at any rate, even though it might 
not have been fully developed, back in 1948, yet our Government con- 
tinued to deal with them. 

Mr. Frercuer. As General Hyssong put it up to me, when I told 
him about Van Allen; I said, “I wanted to tell you about Van Allen, 
so you would be careful in your dealings with him,” and General 
Hyssong came back with the statement, “Sure; I will be careful in 
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my dealings with him; but if he comes in and is the high bidder and 
has the money I don’t see how I could refuse to accept it.” 

Mr. Curtis. Now, the next development, of course, was this Levine 
& Goode situation, which again involves criminal violations. As I 
believe the allegations there were, at any rate, Levine & Goode were 
to be paid because they had special pull with certain people in our 
Government in OFLC. Those are the allegations, of course. 

Mr. Fiercuer. Dawson said that that was the complaint, or that, 
was what Levine & Goode had said; they were able to get surplus 
property cheaper in Germany. 

Mr. Curtis. Exactly. Here is what I want to drive home. In 
the Van Allen instance you are dealing with a man who is supposed 
to be bribing, and now you are dealing in the same thing again, where 
a man is supposed to be bribing and a man has a criminal record, and 
in the Bermuda situation you are dealing with a man who takes one 
of your employees just as soon as he gets the surplus that that em- 
plovee is in control of. Do you see the picture ? 

Mr. Fiercuer. Congressman, you say “You are dealing”—— 

Mr. Curtis. I mean your office; and you are the chief compliance 
officer. 

Mr. Fiercurr. Well 

Mr. Curtis. That is a sort of fact which seems to me would loom 
large in your mind. 

Mr. Fiercuer. You say “You are dealing.” I didn’t have any 
dealings with Van Allen with respect to oe property. 

Mr. Curtis. I meant by “You are dealing” that you were simply 
to investigate. 

Mr. Fiercuer. That is right. 

Mr. Curtis. That was your job, to investigate. 

Mr. Fiercuer. That is right, and it was also reported, but I didn’t 
find out that Van Allen was involved in any irregularity in any sur- 
plus property. 

Mr. Curtis. I am referring again back to Mr. Dawson, because I 
am saying that this whole thing clearly pointed to the character of 
this man _ hentia with whom you had later contacts. Iam not saying 
that there was anything legally wrong in what you did, certainly, but 
you were giving advice and help to this man in his desire to procure 
Government property which I think you must admit is true, although 
it may have been done in a casual way, as you say. 

Mr. Fiercuer. Well, when Braithwaite asked me at the Croydon 
airport, “Is there no more surplus in Germany? Does FLC have any 
more surplus property?” I told him, “Yes,” I thought that they had, 
and he said, “Where is it located?” Itoldhim. I couldn’t have given 
any other answer and have been truthful. 

Mr. Curtis. Well, I do not want to go over it again. I think the 
testimony is quite clear on your relationship, unless there is something 
else that you want to say about your contacts with Dawson after you 
knew his record. 

Mr. Fietcuer. Well,no. My answer or reply there to you—I made 
the reply that I did, Congressman, because you said, as I understood 
that, “After you found out about Dawson’s criminal record fr 


Mr. Curtis. Yes, sir. 








Mr. Fietcuer. “Then you continued to see him and deal with him.” 
Mr. Cortis. That is right. 
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Mr. Fiercuer. The only time I saw Dawson or dealt with him was 
after the meeting in London and after I found out was when Dawson 
said he had some information. 

Mr. Curtis. When you went by the hotel? 

Mr. Fiercuer. Yes. 

Mr. Curtis. And also in this other matter of appearing in this 
lawsuit over in England, where it looked like you were going to be 
going over there to appear, and the only thing that changed it, as I 
gather your testimony, was the fact that you went from OFLC to 
another job? 

Mr. Fiercuer. Well 

Mr. Curtis. That is what I am getting at, too. 

Mr. Fiercuer. Yes. 

Mr. Curtis. Here is a man that your reports have shown is a 
‘criminal, who has been dealing in this way, and yet here our State 
Department or the OFLC is helping him in a private lawsuit. 

Mr. Fiercner. Now, then, I think maybe I had better clarify that. 

Mr. Curtis. Let me ask you a specific question, and I think maybe 
we can clarify this. When you were talking with Dawson that hour 
over in England did he talk to you then about the fact that he had 
this lawsuit and was going to need some testimony with respect to 
Colonel Robbins? 

Mr. Fiercuer. He positively did not, Congressman. I think there 
was something in Mr. Maragon’s testimony to the effect that Dawson 
wanted some American official to come over and that the British 
would be greatly impressed. Dawson never once asked me to testify 
or indicated that he wanted me to. 

Mr. Curtis. It was only through Chadwick you had information 
on that subject ? 

Mr. Friercner. And I didn’t get that until Colonel Davidson said 
that in view of the fact that a complaint had apparently been made 
against him he would rather not go unless somebody else would go 
who could explain that, in case somebody should as':, “Did you in 
any way favor Goode and Levine in the purchase of surplus property ?” 

Mr. Curtis. Yes. Now, in the arrangements when Davidson was 
being subpenaed, as you told me, all of that had to clear through the 
State Department for you all to be given permission or be ordered 
to appear to testify. Did you advise the State Department officials 
who are concerned with that of the character of Dawson and his 
associates ? 

Mr. Fiercner. Well, General Hyssong knew of his character. 

Mr. Curtis. Please answer my question. Did you advise the people 
in the State Department who were concerned with that of Dawson 
and his associates’ reputation? That is a simple question. 

Mr. Fiercner. Well, you see—— 

Mr. Curtis. Did you or did you not? You understand my question. 

Mr. Fiercner. No; I don’t understand it, because when the question 
of my going over there came up I was working for General Hyssong 
here in Washington. You see, General Hyssong had left Paris by 
that time. He left in July. 

Mr. Curtis. What you are saying, in effect, is that your orders 
would come through General Hyssong, and Hyssong knew about. it, 
and so you did not trouble to do anything further; is that correct ? 
Is that a fair statement ? 
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Mr. Fuercuer. That is correct. I told him that if General Hyssong 
wanted me to go and if the arrangements were fully known and un- 
derstood and in writing that I would do it. 

Mr. Curtis. Did you talk to General Hyssong and suggest to him 
that maybe it would not be too well to go over there knowing Dawson's 
reputation and background ¢ 

Mr. Fiercuer. I did discuss it with him, and as a result I don’t 
think that he gave any permission, any full permission, for me to go. 

Mr. Curtis. Do you mean that they withdrew the permission / 

Mr. Fiercner. I don’t think—I am quite sure if he ever gave me 
permission for me to take the trip I never did see it. 

Mr. Curtis. Now, you know, of course, that Chadwick was repre- 
senting Dawson. In fact, I think you said Chadwick was represent- 
ing Dawson here in this country ¢ 

Mr. Fiercuer. Yes; I did. 

Mr. Curtis. Now, you did see Dawson again, just to make the 
testimony clear. I know that this was an oversight. You saw Daw- 
son again at the Ritz Hotel, as well as the Shoreham. You said he 
came into the suite. 

Mr. Fiercurr. He came in while I was interviewing Allingham. 

Mr. Curtis. Did you have any discussion with Dawson at that time ? 

Mr. Fiercuer. I didn’t have any with him. 

Mr. Curtis. Did you know a Mr, Davis, an Englishman ? 

Mr. Fiecruer. You mean in connection with this? 

Mr. Curtis. Or with Dawson ¢ 

Mr. Friercner. No, I have never heard of anybody by that name. 

Mr. Curtis. I believe you answered the general question that since 
that date in April at the Shoreham that was the last time you ever 
had any connection with Dawson, and the last time you ever had 
connection with Chadwick, I presume, was when this business of 
testifying in England terminated; is that right? 

Mr. Fviercuer. That is right. 

Mr. Curtis. Did you ever have any subsequent connection with 
any of these Dawson associates since that date; Van Allen, Ryan, 
Chadwick, Braithwaite? 

Mr. Fiercner. The last contact I had with this Mr. Chadwick was 
when this article came out by Drew Pearson which indicated that 
Ryan had received a check, one check, apparently after he left Ber- 
muda and came back to the United States. I called Chadwick and 
T asked him if he knew whether Ryan was working for Dawson at 
that time or whether he had started and whether he knew what that 
check was for. His answer to me was that he didn’t know. 

Mr. Curtis. He didn’t know? 

Mr. Fiercuer. Yes. 

Mr. Curtis. I have one final series of questions, and these are direct 
questions. One of them you have answered. 

It has been alleged that when you came over there Braithwaite and 
Dawson wined and dined you in England. Would you state what the 
circumstances were ? 

Mr. Fiercner. Well, they did not wine and dine me, Congressman. 
I believe I said I had lunch in the snack bar at the FLC there with 
Braithwaite. 

Mr. Curtis. That was in Paris? 

Mr. Fiercuer. That was in Paris. 
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Mr. Curtis. Yes. 

Mr. Fiercuer. And then when I went to his room in the Plaza 
Athene Hotel he had some tea. It was around 5 o’clock in the evening 
and he was having some tea. 

At the Croydon airport we all three went into the place there and 
we had some cheese sandwiches or something there. 

Mr. Curtis. Now, you started to testify, when the testimony was 
broken up the last time, that you had been introduced to Braith- 
waite’s father. - 

Mr. Fiercuer. Yes. 

Mr. Curtis. Was that a dinner meeting or what was the occasion 
there ¢ 

Mr. Fiercuer. No. Braithwaite said to Dawson, “I want Mr. 
Fletcher to meet my father,” so when I met Dawson at 6 o’clock that 
evening he told me to meet him in front of I believe it was 37 or some 
address on the square where our Embassy is there. It is an apartment 
house. I met him and went in with him, with Dawson, and Dawson 
introduced me to him and to his mother. 

Mr. Curtis. But that was the extent of that, is that right? Wer: 
you together all evening ¢ 

Mr. Fiercuer. Oh, no. Then I wanted to talk with Dawson. We 
couldn't do any talking there. I wanted to ask him some more ques- 
tions. Mr. Braithwaite suggested that we go around the corner to his 
club and sit down there and talk it over, so I went down. Dawson and 
I left and we went around to his club and we sat around there for 
perhaps a half hour talking with him. That is when he told me—he 
did mention a little bit more about this suit. He said he was being 
sued and he said he wanted to make it perfectly clear that he had no 
suspicions about Colonel Davidson ; that was the statement that these 
people had made to him. 

Mr. Curtis. So he did mention that suit ? 

Mr. Fiercurr. Yes. They mentioned that—he mentioned that 
he was being sued. 

Mr. Curris. Did you tell them that you had been investigating 
Colonel Davidson ¢ 

Mr. Fiercurr. No. It was on the basis of his statement there that 
I checked then to find out whether Goode and Levine had purchased 
anything from FLC in the first place. 

Mr. Curris. When you were in London did you investigate Goode 
and Levine? I misunderstood that, then. 

Mr. Fiercurr. No. I think I ought to make this plain, Mr. Con- 
gressman: I didn’t investigate Goode and Levine in London, and | 
didn’t investigate Dawson in London, and I didn’t investigate Van 
Allen in France. 

Mr. Curtis. We are quibbling over terms. 

Mr. Fiercuer. Yes. 

Mr. Curtis. I do not mean that that was your mission, but to use 
your own term, you had been there on another investigation and to 
choose another word you did make inquiries with respect to Dawson. 
Now, did you make any inquiries with respect. to Goode and Levine ? 

Mr. Fiercner. Yes; I did make inquiries concerning them. I made 
inquiries of the Embassy there. 

Mr. Curtis. Yes. 

Mr. Fiercurr. Commander Monroney who was there. 
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Mr. Curtis. Was that contained in your report ! 

Mr. Fiercuer. Yes; I believe that is brought out in my report. 

Mr. Curtis. Mr. Chairman, I wonder if we could have that report 
furnished tous? I did not make a formal request for it. 

Mr. Bonner. Is that the report to the Hoey committee you spoke 
of? 

Mr. Fiercuer. Yes, sir. 

Mr. Bonner. That they had in their possession ? 

Mr. Fiercuer. Yes, sir. 

Mr. Curtis. Is the Bermuda report in there, too? 

Mr. Fiercuer. I believe that is in there. 

Mr. Curtis. Could we have them both ? 

Mr. Bonner. Was the report published in the Hoey committee hear- 
ings ¢ 

Mr. Fiercuer. No, sir; it was not. 

Mr. Bonner. It was treated as confidential ? 

Mr. Fiercuer. Yes, sir. 

Mr. Curtis. I do not mean to put it in the record, Mr. Chairman. 

Mr. Bonner. We will requisition it, then, and it will be here in the 
committee office for any member of the committee to see. 

Mr. Curtis. Both the Bermuda and the other report ? 

Mr. Bonner. Yes; that will be done. 

Mr. Fretcuer. I would like to answer your question. I didn’t con- 
duct any investigation over there because an American can’t conduct 
investigations in foreign countries. I had no authority, as you under- 
stand, to investigate Van Allen in Paris, except to ask questions, pos- 
sibly, of our own citizens, of our own people. But I couldn’t con- 
duct an investigation in London any more than a member of Scotland 
Yard can come over here and start making inquiries about some 
American citizens. 

Mr. Curtis. We are playing with the word “investigate” which 
evidently has a technical meaning to you. What would you call what 
you did do? Was it to make an inquiry? 

Mr. Friercuer. For instance, I couldn’t conduct an investigation 
of a man over there as I could do it here. I couldn’t look up his record 
and see where he was employed and go to his former employers and 
former associates and ask about him. I could check with the police, 
and that was the extent to which I could make any investigation in a 
foreign country. 

Mr. Curtis. Outside of talking with a few of our people. 

Mr. Fiercner. Talking with our own people, yes. 

Mr. Curtis. You could talk to the French people, though, could 
you not? 

Mr. Fiercuer. I could only do that with the permission of the 
French police. 

Mr. Curtis. They would give you that permission, though, as a 
matter of fact. 

Mr. Fiercuer. Yes. I think we would first have to tell them what 
we wanted to talk about. 

Mr. Curtis. Then, of course, Mr. Brownson asked you specifically 
about the china. 

Mr. Frercuer. That is right. 

Mr. Curtis. You made a statement on that. 
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Mr. Fiercuer. In that connection, in corroboration of my denial 
that I obtained or received from Braithwaite or Dawson in Europe 
any china or any present, I have in my possession the declaration 
that I made to Customs on my return to the United States March 
25, and I would like to put that in the record. 

Mr. Bonner. It will be inserted at this point. 

(The document referred to, marked “Exhibit 52,” follows :) 
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Mr. Curtis. That is all I have, Mr. Chairman. 

Mr. Bonner. As I understand it, now, all the inquiries you made 
there in your official capacity, in looking into any matters about the 
transactions of the OFLC, were when you acted under the direction 
of Gen. Phil Brown ? 

Mr. Fiercuer. Yes, sir; that is right. 

Mr. Bonner. You did not on your own initiative go out in any 
instance ¢ 

Mr. Fiercuer. No, sir; I did not. 

Mr. Bonner. All were under the directions from the Director, 
General Brown ¢ 

Mr. FLercuer. Yes, sir. 

Mr. Bonner. Mrs. Harden ? 

Mrs. Harpen. Mr. Fletcher, could you tell us how much our Gov- 
ernment had invested in those 835 rageltens les ¢ 

Mr. Fiercuer. Well, as I understand it, they were appraised at 
$245 apiece. Now, I don’t have the exact cost of those, but, you see, 
that was an unusual transaction. Those motorcycles were given to 
Great Britain in the lend-lease program, and they were returned by 
Great Britain as return lend-lease when they found that the war 
was over and had no need for them. 

As you recall, the lend-lease program was, I recall President Roose- 
velt, that a neighbor will lend you his hose to put the fire out, and 
then you return the hose. That was it. They were returning the 
motorcycles that we gave them at the beginning of the war, and they 
had no further use for them. They were not all new. Some of them 
were used, as I recall it. 

I think perhaps the cost of them, and the documentation and all, 
could be obtained from the Department. If you would care to see 
it lum sure they would be glad to let you have it. 

Mrs. Harpen. May we have that information, Mr. Chairman / 

Mr. Bonner. What is that ¢ 

Mrs. Harpen. Mr. Fletcher told us this morning there were about 
835 motorcycles that were part of this surplus property in London. 

Mr. Fiercurr. No; that was in Germany. 

Mrs. Harpen. In Germany, that is right. I beg your pardon. I 
believe you made the statement that they paid for disposing of them 
$113 each, or about $91,000. 

Mr. Fiercuer. That is right, yes. 

Mrs. Harpen. My question now is: How much did our Govern- 
ment have invested in those 835 motorcycles / 

Mr. Fiercner. That is, what they cost our Government ! 

Mrs. Harpen. Yes. 

Mr. Fiercuer. I think that could be determined. I don’t know 
what it was. They were appraised at around $245. 

Mr. Bonner. Each ? 

Mr. Fiercuer. Per motorcycle: yes, sir. They were returned, but 
they were not all returned new. They were in storage at Hamburg, 
and many of them had parts off, as I understand it. They were not 
all brand new motorcycles. 

Mrs. Harpen. But the original cost, no doubt, would be much more 
than the appraisal of $245 each ? 

Mr. Fuercner. Yes; I have no doubt it would. 
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Mrs. Harpen. That was what I was interested in. What was the 
initial expenditure our Government had made for them ¢ 

Mr. Bonner. Mr. Small, will you get that information and have 
it inserted in the record ¢ 

Mr. Smaux. All right, sir. 

(The information referred to marked “Exhibits 53A and 53B,” 
follows:) 

ExursiT 53A 
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OFFICE OF THE FOREIGN LIQUIDATION COMMISSIONER, MARITIME BRANCH, 
Bremerhaven, Germany, Navy 913, Yo Fleet Post Office, February 2, 1948 


Subject: Appraisal of lend-lease vehicles. 
To: Chief, Depot Sales Branch OFLC Paris, APO 58. 

1. The motorcycles are all located at Park A Altona in former stables at a 
race track. From general appearances they have been untouched and there 
are no signs of pilferage or stripping since they were turned in at this carpark. 
The stables have been sealed since arrival, and to prevent pilferage the motor- 
cycles have been tightly packed. I was able to inspect the perimeter motor- 
cycles and look at all of them, though it is impossible to make individual inspec- 
tions without moving all of them. 
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2. With regard to condition, practically all of the motorcycles. are fair, between 
B-1 and B-2. I have made the appraisal on a percentage basis, averaging them 
together from groups of 100. 

(a) Mileage, average 8,500 miles, highest checked 14,500, lowest 2,200, 

(b) Missing tires, 2 percent. 

(c) Missing wheels, 1 percent. 

(ad) Missing or broken headlights, 25 percent. 

(e) Missing horns, 5 percent. 

(f) Less than 50 percent have batteries, of which most are ruined. 

(g) Missing leather seats, 50 percent, 

(h) Ten percent have windshields. 

(i) All have built-on pack carrier. 

(j) Twenty percent have leather or canvas saddlebags. 
There was very little body damage visible and none were seen with major motor 
components missing or broken. It appeared that the majority could be placed in 
operable condition with very little work. 

3. A listing of the vehicles by serial number is not practieable at this time. 
The authorities at the vehicle park have tallied the motorcycles in on daily tally 
sheets along with all other incoming vehicles so that to get the serial numbers 
extracts would have to be made on sheets covering the past 2 years. They did 
suggest, however, that on any sale or movement made by us the list of serial 
numbers will be made as they are shipped out. 





K. F. AMENDE, 
First Lieutenant, CE Maritime Branch, OFLC. 


I further recommend that these motorcycles be sold as one lot. A recommended 


price is $175. 
K. F. AMENDE. 


Mr. Bonner. Any further questions ? 

Mrs. Harpven. No further questions. 

Mr. Bonner. I will ask you this: In your official capacity after 
you had made the investigations or inquiries under the direction of 
the Administrator, General Brown, and had made your report, from 
your position there was nothing further for you to do, was there? 

Mr. Fietrcnrr. That is correct, sir. 

Mr. Bonner. You solely acted under General Brown? 

Mr. Fiercuer. Yes, sir. 

Mr. Bonner. When you made your report to him then your respon- 
sibility ceased ? 

Mr. Fiercuer. That is correct, sir. 

Mr. Bonner. Any further questions? Mr. Lantaff? 

Mr. Lantrarr. Did Mr. Ryan quit his job as field representative in 
Bermuda, or did his job terminate there ? 

Mr. Fiercuer. His job terminated. When I was there with Major 
Johnston, Major Johnston told him that the office could only remam 
open a very short time, maybe a month at the longest. In order to 
make it possible for Ryan to be able to stay on a little bit longer— 
they had two employees there then—his secretary came back on the 
plane with Major Johnston and I to Washington, and that left a little 
more money to operate on, for him to remain a little longer. 

I noticed a telephone conversation in reviewing this file, with Major 
Johnston, after I came back to this country, and after the sale had 
been made. I noticed that Johnston told him on or about March— 
sometime in March—that he had enough money to go one more pay 
period and that if the stuff wasn’t sold then he would just have to turn 
it over to the Army and he would have to come on back to the United 
States anyway. So Ryan was told that at the minute he sold this 
surplus property his job was through as far as FLC was concerned. 
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Now, the contract was signed on the morning of March 26 for this 
surplus property. Ryan returned to Bermuda and remained down 
there for I think 2 or 3 weeks or longer, to check the records and turn 
this stuff over to Dawson and Braithwaite. Then he returned, ac- 
cording to the records, on the 27th of April. Then he went immedi- 
ately on his leave. He apparently had about 90 days leave coming 
to him. 

My impression is that the only day he was paid for after that was 
when he was called back by Major Johnston to examine the financial 
records that came in, that he himself shipped in from Bermuda. 
After they got here the auditors went over them and then they called 
Ryan back to go over those records for maybe 2 days, or something 
like that. 

Mr. Lanrarr. That is all I have. 

Mr. Bonner. In such a sale as that, did it require final approval by 
the Administrator, General Brown ? 

Mr. Fiercuer. This deal? 

Mr. Bonner. This sale consummated on March 26, 1948, in Ber- 
muda. That is when the Bermuda sale was made. Did that require 
confirmation by the Administrator in Washington ¢ 

Mr. Frercuer. I believe that Major Johnston, who was the field 
commissioner here, could have made that sale. 

Mr. Bonner. He had been delegated the authority ? 

Mr. Fiercuer. Yes; he had been delegated the authority. 

Mr. Bonner. To make a firm sale without confirmation by the 
Director? 

Mr. Fiercuer. Yes; but I am sure—and Major Johnston had told 


me this—I know when I came back here General Brown was very 
pleased with this sale in Bermuda, and so was Major Johnston. 

Mr. Bonner. Thank you. There are no further questions; you may 
be excused, and this will conclude your testimony. 

Now the committee will go into executive session. 

(Thereupon, at 3:52 p. m. Thursday, August 16, 1951, the sub- 
committee proceeded in executive session. ) 


Exursit 54 


THE NORTHWESTERN AUTO PARTS CO., 
Minneapolis, Minn., May 8, 1951. 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE OF THE COMMITTEE ON EXPENDI- 
TURES IN THE EXECUTIVE DEPARTMENTS, CONGRESS OF THE UNITED STATES, 
House of Representatives, Washington, D. C. 
(Attention: Mr. Herbert Small, counsel for the subcommittee. ) 


GENTLEMEN: We are herewith enclosing— 
(1) Recaps of our purchases in Europe. 
(2) Photostats of checks used in payment of Trucks & Spares material. 
(3) Photostats of STEG certification. 
(4) Photostat of Trucks & Spares certification. 
(5) Photostat of a signed Trucks & Spares invoice. 
(6) Tender of offering by British Ministry of Supply. 
We believe we have covered all of the material you have requested and will 
gladly comply with further information you may request. 
Respectfully yours, 
NORTHWESTERN Auto Paris Co., 
JAMES RAPPAPOR?. 
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Exaisit 55 





PARIS, FRANCE, August 28, 1951. 


I wish to make the following voluntary statement. 

This is in particular reference to an alleged statement by one John Maragon 
that I had lavishiy entertained Travis Fletcher in Paris and London and had 
given Fletcher a set of English Wedgwood China while Fletcher was in Europe 
conducting investigations for the Foreign Liquidation Commission. In refuta- 
tion of that alleged statement by Maragon, I wish to say that I have not at any 
time lavishly entertained Travis Fletcher, nor have I ever given him a set of 
English Wedgwood China, nor have I ever been instrumental in arranging for 
Mr. Fletcher to receive any sori of lavish entertainment or English Wedgwood 
China or any other similar gift. 

GEORGE DAWSON. 


Fletcher was always Very correct with me. 
G. W. 
Witnessed : 
NEIL C. McMANUS, 
Regional Security Officer in Residence, 
American Embassy, Paris. 


Exnurstir 56 


FEBRUARY 28, 1951. 
Hon. Hersert C. BONNER, 
Chairman, Subcommittee on Inter-Governmental Relations, 
Committee on Expenditures in the Pxrecutive Departments, 
House of Representaitves. 

DparR Mr. Bonner: In reply to your telephone request of February 19, 1951, 
the following information has been obtained locally and from Germany as to 
the reported sale of trucks by the Army at a field near Frankfurt, Germany. 

The Army has made no sales of vehicles in Germany since September 1948. 
However, in July and December 1950, 18 light vehicles were sold by nonappro- 
priated fund activities. No vehicles are now being sold, nor will any be sold 
under current instructions except those which might be “not economically re- 
pairable,” in which case they would be sold as scrap. 

In the immediate postwar period a large number of vehicles, surplus to Army 
requirements at that time, were sold to STEG, a German Government corporation 
by means of two separate sales, one sale by the Army to STEG, and the other 
by the Office of the Foreign Liquidation Commissioner. Many of these vehicles 
were resold by STEG to other parties, including one party represented by a Mr. 
Dawson. On October 20, 1950, at which time many of the vehicles resold by 
STEG were still in that agency’s physical custody, the commanding general, 
European Command, was authorized to repossess such of the vehicles still in 
STEG custody which should be utilized to meet changed Army requirements. 
This action was with the full concurrence of the State Department and the High 
Commissioner for Germany who has export control over any material shipped 
out of Germany. At that time all removals of this equipment were frozen by 
the High Commissioner to enable the Army to inspect and take back such equip- 
ment as it could use. Final reports of the total actually repossessed are not yet 
available, but it is expected to total well over $15,000,000 in original cost. 

In connection with the export control mentioned above, HICOG does not per- 
mit any of these vehicles to be exported from Germany until the Army deter- 
mines them to be not usable for Army purposes, 

I trust the above will give you the information you desired. 

Sincerely yours, 


Mires REBER, 
Major General, GSC., Chief of Legislative Liaison. 
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Exuipit 57 
Marcu 15, 1949. 
JEORGE JOHN Dawson, Es‘7,., 
Cannes, France. 
Dear Georce: In accordance with your request I give you herewith a brief 
statement of the Gefo Trust account in this country : 


Cash balance on hand as of October 31, 1948 ahi ae nnn a, Be 72 
Receipts from— 
Redeposit of Mrs. P. E. M. Lamond check ~~~ ~~~ 10, 000. 00 
Standard Oil Co. of California for oil-refinery equipme nt _.. 14, 476. 00 
Hall-Scott Motors for marine engines___-—~ ‘ - fae ey 
ge ee es | ane -an4 5, 00. 00 


46, 718. 7: 


i te 


Disbursements— 


Merchandise sent abroad, including shipping charges__ 7 3, 250. 00 
Merchandise purchased, generators, ete._.----.---_---_---- 6. 975. 00 
Refund to United Power Equipment Co. on rectifiers. ~~ _-__ 2, 400. 00 
Expenses incident to Levene & Good suit, including witness fees 

and approved fee to Henry L. Dudley____-------------------~ 1, 100. 00 
-ayments to Messrs. Van Beck and Diaz ___-------__________- 1, 400. 00 
Wein: Ts Rig ORIG is — indie ris pees es gt iin een uss—~e-— 3,500.00 
William EL. RyAM, CEDGROR: VOUCMOTE kin nciie ick eis. 5. 735. 00 
United States Lines, steamship passage___—__~~~ a sectah ce aalecseataieels os, > td Ss 
Frost & Towers, approved fee to November 1, 1948. --------_ 4, 000. 00 
Frost & Towers, expense vouchers... ccccscedcsccunous Kadled 387. 00 


359. 91 

6, 509. 81 

46, 718. 72 

The foregoing is complete up to the date of this letter with the exception of 
telegram and long-distance charges at our office which we have not yet bad an 
opportunity to compute. The above account represents the actual status of the 
bank balance to date. There are several matters on which some slight adjust- 
ment is due. There are also several sources from which we expect to receive 
remittances in the near future. 

I am delighted to advise that I have occasion to come to Europe in behalf of 
another client and I hope to see you in the near future. At that time I can 
discuss fully the several matters on which you have made inquiry as well as 
any questions you may have concerning this account. 

Bill Ryan has no doubt advised you when he expects to arrive. I have succeeded 
in securing passage on the same boat and therefore probably will see you at 
that time. 

With best regards. 

Very truly yours, 


Miscellaneous office expenses______~-~- ae Sey eee een Serer ee eee 
eS ee ero : Ee ae 





Exuibit 58 
SEATTLE, WaASH., May 18, 1951. 


CHAIRMAN, House Executive EXPENDITURES COMMITTEE, 
House of Re pre sentatives, Congress of the United States, 
Washington, D. C. 

Dear Sir: Just recently our local newspapers carried a story with reference 
to testimony of Morris Green before your committee concerning a surplus-truck 
deal. The article mentioned a “Haggarty” as having been paid $15,000 for 
“preliminary work.” 

I am the Haggarty mentioned. However, contrary to the implication of the 
newspaper, I happen to have been one of the originators of the idea in the first 
instance—the purchase of the trucks, that is—who was most effectively frozen 
out by the Green Bros. about the time of the sale to AEC. I am completely 
familiar with all phases of the matter, having long ago initiated suit against 
Green Bros., alleging large profits from Government sale and settling the matter 
after being assured the deal failed to make much, if any, profit. The suits were 
in Los Angeles, Calif. 
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I am concerned with the innuendo in the local newspapers as to my part in 
the venture and its reflection on my character. I would appreciate, if at all 
possible, a transcript of Mr. Green’s testimony together with the opportunity of 
appearing before you to testify to all the facts and circumstances of the deal of 
which I have knowledge. 


Very truly yours, 
Jerry T. HAGGARTY. 


Exuisit 59 
JUNE 16, 1951. 
A: Mr. Glenn G. Wolfe. 
A: FIS: F. D. Mitchell, Jr. 
History and Developments of STEG. 

I. STEG (an abbreviation for Staatliche Erfassungs-Gesellschaft) is a quasi 
German public corporation originally organized August 29, 1946, for the purpose 
of accepting and disposing of all captured enemy material released by the Army 
subsequent to the close of World War II. It was organized by the Laender of 
Bavaria, Wuerttemberg/Baden, and Hesse (Bremen joined the organization 2 
years later), who acquired all the stock of the corporation. 

II. Subsequently it was decided that STEG should handle not only captured 
enemy material but all other equipment and material released to the German 
economy by the American Army. As a result of this determination, STEG was 
charged with the responsibility of accepting and disposing of vast quantities of 
goods segregated into the following four categories: 

A. Captured Enemy Material (known as the CEM Program). 

B. U. 8. Army Surplus Material (turned over piecemeal and known as the 
Quantitative Receipts Program). 

Cc. U. 8S. Army Surplus Material (released in bulk and known as the Bulk Deal 

Program). 

DD. Surplus Incentive Materials (known as the SIM Program). 

Definitions of above: 

(a) Following the cessation of hostilities in Germany and prior to the 
organization of STEG, CEM commodities were released by the army to 
various government organizations and offices. These releases were sup- 
ported by documents known in army parlance as Quantitative Receipts. It 
was soon realized that a central agency for the handling of these commodi- 
ties was needed, and STEG was organized for that purpose. 

No contract or procedure however was negotiated by the army and STEG 
as to the value that would be placed on the items involved in this program. 

(b) The Quantitative Receipts program covered the release of army sur- 
plus merchandise, chiefly Quartermaster supplies, Govering such items as 
clothing, food, medical supplies, ete. In the beginning, these articles were 
released to numerous German agencies and officials; and, in the early part 
of 1948 when the Bulk Deal contract was executed incorporating this pro- 
gram, STEG began to assume the responsibilty for assembling the army 
quantitative receipts in an effort to determine the total amount and value 
of these commodities. The army has compiled and is currently furnishing 
the Department of the Army in Washington all such charges which to date 
this office is informed amounts to approximately seventy-four million dollars, 
based on a twenty-one percent (21%) of cost evaluation. 

(c) The Bulk Deal program covered some of the same types of wares as 
were discussed in (b) above, but represented chiefly items of a more mili- 
tary nature such as trucks, trailers, motors, ete., and was transferred in 
accordance with a contract dated January 23, 1948, negotiated by the Office 
of Foreign Liquidation Commission (OFLC) and the Bizonal Economie 
Council. (Predecessors of the Federal Republic of Germany.) This con- 
tract included the QR program referred to in (Db). 

(d) The SIM program dealt exclusively with commodities released by the 
Army to STEG from Army depots outside of Germany and consisted chiefly 
of items of clothing, food, medical, tobacco, and general Army surplus sup- 
plies. These supplies were primarily for issuance as an incentive for miners 
in the Ruhr. No written agreement as to the terms under which these sup- 
plies would be released was negotiated. However, in September 1947 the 
Bizonal Economic Council (predecessor of the Federal Republic of Ger- 
many) agreed to accept some forty thousand tons of these materials from 
the Army. STEG has been billed by the Army for these commodities on a 
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tonnage basis at the rate of one thousand eighty-nine dollars ($1,089) per 
long ton for certain commodities and one thousand six hundred and eighty 
dollars ($1,680) per long ton for others. In accordance with a letter dated 
June 10, 1949, signed by BICO, some thirty-five thousand three hundred and 
ninety (35,390) tons valued at approximately fifty-eight million dollars ($58,- 
000,000) had at that time been transferred to STEG. 

III. It should be noted here that the transactions discussed above were con- 
summated prior to the establishment of the Office of the High Commissioner, and 
it should be the responsibility of the Army to reach final settlement with the 
Federal Republic of Germany for these transactions. Since October 1949 the 
Office of the High Commissioner has acted in the capacity of a liaison agency 
between the U. S. Army and the Federal Republic of Germany in assisting the 
two agencies in negotiating transactions subsequent to that date. 

IV. The first major transaction coordinated by the Office of the High Commis- 
sioner occurred in the fall of 1950, when U. S. Army officials in Germany ap- 
proached this office and expressed their desire to reacquire from STEG former 
Army surplus stocks remaining in STEG depots to meet additional requirements 
of EUCOM caused by the unsettled world conditions. This request was reviewed 
by the Office of the High Commissioner, and on October 10, 1950, negotiations 
with the Bonn Government were conleuded and STEG was ordered by the Bonn 
yovernament to freeze all supplies of U. S. origin remaining in their depots until 
further notice. During these negotiations with STEG and the Bonn Government, 
it was learned (a) that the transfers originally made by the U. S. Army repre- 
sented an outright sale of these commodities to the Federal Republic and that 
the commodities could be reacquired only through negotiations with the Bonn 
Government, (0) that in the early part of 1949 STEG had concluded a so-called 
global or over-all contract with a German sales agency known as Trucks and 
Spares to dispose of all remaining U. S. Army automotive equipment and spare 
parts. The items covered under this contract, however, were to remain in the 
hands of STEG and to be considered their property until such time as the agreed 
value of each item sold by Trucks and Spares was deposited to the account of 
STEG; (c) that many damage claims would be levied against STEG due to the 
disruption of their pending business transactions and agreements entered into 
by them prior to this freeze. 

V. After due consideration of these problems, however, the Bonn Government 
continued to cooperate with the U. S. authorities in its request to freeze STEG 
stocks until the Army had an opportunity to survey its depots and earmark 
the items desired by them. This freeze became effective October 10, 1950, and 
remained in effect until November 1, 1950. 

VI. As world tension increased the Department of the Army in Washington 
became interested in acquiring additional equipment remaining in STEG depots 
and in the spring of 1951 requested the Office of the U. S. High Commissioner 
to again negotiate with the Bonn Government in an effort to freeze the remaining 
U.S. Army equipment in STEG depots until a survey team from the Department 
of the Army in Washington had surveyed these stocks for over-all Army needs. 
Again officials of the High Commissioner’s Office began negotiations with the 
Bonn Government and on March 17, 1951, STEG again was ordered by the Federal 
Republic to freeze U. S. origin surpluses. During these negotiations the Federal 
Republic was guaranteed full reimbursement of all costs incurred by STEG in 
connection with this freeze. Representatives of the Department of the Army, 
the Department of the Navy, and Department of the Air Force then surveyed 
the STEG depots and earmarked the items they desired to reacquire. On April 
19, 1951, the second STEG freeze was lifted and the Bonn Government was 
furnished with lists of the items earmarked by the survey teams and they directed 
STEG to hold these commodities for U. S. needs. 

VII. Because of the problems created by the two freeze actions, the Office of 
the High Commissioner on May 12, 1951, organized an Advisory Council con- 
sisting of three representatives of the Office of the U. S. High Commissioner, three 
representatives of EUCOM, three representatives of STEG, and a representative 
of the Federal Republic. This council assumed the task of— 

A. Developing solutions to mutual operational problems, 

B. Reviewing all claims levied against STEG by a third party where title 
to property remained with STEG, 

C. Reviewing legitimacy of all charges submitted by STEG, 

D. Recommending to the Department of Army appropriate amount of 
B and C above. 


82897—51—pt. 1——-37 
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VILL. This Council held its first meeting on May 23, 1951, at which time STEG, 
through the Bonn Government, presented an outline of the charges which they 
believed should be borne by the Department of the Army resulting from the two 
reacquisition programs and are listed as following: 

1. that the materials be reacquired at the original price charged to STEG, 

2. that they be reimbursed for the costs of administration and storing of 
these goods from July 1, 1948, to the date of reacquisition, 

3. that they be reimbursed for the costs of enhancing the values of the 
stocks, including improving and rebuilding costs, 

4. that they be reimbursed for the operating costs of the depots during 
period of freezes, 

5. that they be reimbursed for the costs of crating, packing, and shipping 
of materials being reacquired, 

6. that they be reimbursed for operational interruptional costs incurred 
by the freezes which will delay the final liquidation of STEG, 

7. that they be reimbursed for sales cosis incurred by STEG prior to the 
freezes and resulting in total loss as a result of the freezes, 

8. that they be reimbursed for the difference between the original value 
and the present devalued value, if any, of the stock remaining after the 
freezes, 

9. that they be reimbursed for all third party damage claims paid by them 
as a result of the freezes. (Title has not passed in these cases.) 

At this meeting these nine charges were reviewed and discussed in detail. 
Final opinions, however, were to be reserved until the second meeting of the 
Council. On June 5, 1951, the second meeting of the Council was held ani the 
charges were again reviewed. It was agreed in principle that the charges enu- 
merated at the original meeting should be borne by the Department of the Army 
with the exception of numbers 2 and 8, which the committee believed should be 
the responsibility of STEG. STEG was then instructed to prepare a statement on 
the remaining seven categories and submit it to the committee for review. 

In cases of third-party claims, where title had passed, the Council concluded 
it was appropriate that these claims (claims arising from parties who had 
acquired stock from STEG and to whom title of sueh properties had passed but 
who were prevented from obtaining these stocks due to the freeze order), should 
be settled by direct negotiations between the third parties involved and the 
Department of the Army and that the committee should not enter into these 
negotiations or make any recommendations since they were outside the scope 
of the Council. 

At this meeting, STEG requested guidance from the Council as to the policy 
they should adopt in its negotiation with Trucks and Spares since the major 
portion of the items reacquired by the army were under contract to Trucks and 
Spares, although title to these items had not passed at the time of the freeze. 
A subcommittee was appointed to assimilate the facts for discussion at the next 
meeting. 





Exutinir GOA 
TRANSFER OF ARMY SURPLUS PROPERTY TO STEG 
BULK TRANSFER AGREEMENT 


An agreement between the Government of the United States and the Bizonal 
Keonomic¢ Council, acting under authority of regulation SS of the United Kingdom 
Military Government of Germany and of proclamation 5 of the United States 
Military Government of Germany, was entered into on January 23, 1948, to 
become effective January 31, 1948. 

This agreement provided that the United States would sell and the Bizonal 
Economic Council would buy (as is, where is, without warranty except as to 
title) all property in Germany, declared by the United States Army to the Foreign 
Liquidation Commissioner for disposal as surplus property on or before Septem- 
her 30, 1948. Certain types of property were specifically excluded, such as that 
which the United States Army determined to be nondemilitarized combat material, 
for example, ammunition, flyable aircraft, plane components and spares; scrap, 
salvage, and waste materials. l’roperty determined by the United States Army 
to be of value primarily for its scrap content was excluded, as well as items 
having residual utility in existing form. The agreement further provided for 
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the exclusion of property of lend-lease origin and types of property not specifically 
listed above but which was not permitted to be owned, manufactured, imported, 
exported, transported, or stored pursuant to decisions of the Allied Control Coun- 
cil for Germany. 

The agreement provided also that the price to be paid by the Bizonal Economic 
Council should be $183,750,000, representing 21 percent of the then estimated 
original acquisition cost of $875,000,000 to the United States Government; that 
the parties to the agreement should consult and establish procedures to determine 
the amount of surplus transferred, and should adjust the purchase price to 
21 percent of the original United States Government acquisition Cost. 

The agreement provided that the purchase price snould be a deferred charge 
against, and should be repaid from, future proceeds of German exports pari 
passu with obligations for other supplies to be furnished to the German economy 
on a deferred-payment basis. There was a provision pertaining to interest and 
it wus also provided that with the consent of the appropriate occupation authori- 
ties, the United States Government might require the accelerated payment of any 
part of the unpaid purchase price in local currency and that credit against the 
purchase price should be given of the agreed dollar value of such acquisitions. 


STEG 


The German Bizonal Economic Council designated a German corporation to 
receive on the council’s behalf the surplus property to be turned over by the 
United States Army and Air Force. The full name of the corporation was 
Staatliche Erfassings-Gesellschaft fuer Oeffentliches Gut, which catre to be re- 
ferred to as STEG. 

Title to and possession of the property transferred was to pass to STEG as 
soon as possible in accordance with transfer procedures to be agreed upon 
between the agency and representatives of the United States Government, 


STANDING OPERATING PROCEDURE 10s 


To carry out the provisions of the bulk transfer agreement there was prescribed 
and issued by Headquarters, European Command, Standing Operating Pro- 
cedure 108 dated March 5, 1948 (photostatic copy attached hereto as Appendix 
No. 1). This procedure had been mutually agreed to between STEG, the United 
States Office of Foreign Liquidation Commissioner (OFLC), and the United 
States Army European Command (EUCOM). The bulk sale under the agree 
ment included all movable surplus property in the United States occupied zone 
of Germany which was to be physically transferred to the purchaser on or be 
fore September 30, 1948, except that explicitly excluded. The above procedure 
provided under section I, page 1, paragraph 1, “* * * Compliance with the 
provisions contained herein is prescribed and directed for all agencies and rep 
resentatives of each and all of the participants in the agreenrent set forth above.” 

The procedure sets out specific responsibility of various Army commands and 
sets forth certain specific items each command was to furnish the various 
sets forth certain specific items each command was to furnish the various 
agencies. 

The procedure established a system of testing records of inventories of any 
installation by means of selecting a desired number of typical items listed on 
bulk transfer documents (not to exceed 2 percent) and verifying the physical 
presence of the items shown on such lists. These spot checks would be accom p- 
lished jointly with the STEG representatives assuming custody and the United 
States military custodian or their representatives, 

‘aragraph 9, section 1, page 3, provided for an advance party fronr STEG te 
report to the installation no earlier than 2 weeks before the date of transfer of 
custody. The advance party was to make such spot checks as STEG deemed 
desirable, subject to limitations set forth. 

Paragraph 10, section I, page 3, provided that the bulk transfer document 
prepared by the depot commander was to be verified as to accuracy by a joint 
spot check conducted by the United States military custodian and the STEG 
representative. Such spot checks were to include a reasonable number of line 
items (not more than 2 percent of the total number, but not less than 10) 
Should the spot checks indicate substantial accuracy to the satisfaction of the 
inilitary custodian and the STEG representative, the transfer documents wen 
to be execute] and transmitted. It was further provided that should the spa 
checks indicate a degree of error unacceptable either to the United States 








572 DISPOSITION OF WAR SURPLUS PROPERTY 


military custodian or to the STEG representative, and if further spot checks 
could not resolve the matter, the chief of the service concerned might negotiate 
with STEG a reasonable percentage adjustment based on the degree of error 
exposed, the adjustment to be applied to the total money value of the property 
concerned. These negotiated adjustments required final approval of the Director, 
Service, Supply, and Procurement, EUCOM, before acceptance by OFLC for 
invoicing. 

Paragraph 13, section I, page 4, sets forth the procedure for adjustments as 
follows: 

“In the event that it has been agreed upon to adjust the total of the bulk 
transfer document in accordance with the provisions of paragraph 10, * * *, 
the following statement will be typed on the face of the certificate of transfer 
before the signature of either party is effected: 

“*By reason of the facts set forth in the attached statement, it has been 
determined that the monetary value of the property covered by this inven- 
tory computed by multiplying the quantities indicated by the unit cost— 
should be (raised) (lowered) by ~-------~-- percent’.” 

Paragraph 14, section I, page 4, provided in part: 

“Upon signature of the certificate of transfer covering all property included 
in the bulk transfer document, title to the property listed will be passed to STEG, 
who will assume responsibility for its custody and maintenance. * * #* 


MEMORANDUM OF UNDERSTANDING BETWEEN AGENCIES OF INTERESTED GOVERN MENTS 


A Memorandum of Understanding, dated February 28, 1948, implementing the 
bulk sale agreement for the sale of certain surplus property was agreed upon 
by the Office of Foreign Liquidation Commissioner (OFLC, the European Com- 
mand, United States Forces), EUCOM and STEG. This Memorandum of Under- 
standing is attached hereto as appendix I. 

Paragraph 5 of the memorandum requires the United States Army to exercise 
every precaution to prevent the transfer to STEG of items excluded by the basie 
agreement. However, should such items be erroneously transferred it was to 
be the responsibility of STEG to return such items to the custody of the United 
States Army with appropriate credit adjustment being made. 

The United States Department of Commerce, Office of Business Economics, 
Clearing Office for Foreign Transactions monthly report for November 1948, 
covering basic data through June 30, 1948, shows an amount of $183,750,000 as a 
property credit, set up by OFLC for Germany for the purchase of surplus property 
by STEG. This amount agrees with accounts of the Division of Finance, OFLC, 
Liquidation Unit, Department of State. The Commerce report stated, “The 
OFLC credit of $183,750,000 shown as utilized by Germany will be adjusted down- 
ward due to a substantial deficiency of deliverable property under the bulk-sale 
agreement, dated January 23, 1948. This deficiency is due in a large degree to 
the withdrawal of property previously declared surplus to OFLC by the Army. 
This withdrawal was caused by a reclassification of arms, ammunition, and 
implements of war in Presidential Proclamation 2776, effective April 15, 1948, 
The current estimate of total utilization under this bulk sale is less than $100,- 
000,000.” Proclamation No. 2776, quoted in full and attached as appendix 2, 
was issued under authority of section 12 (i) of the joint resolution of Congress 
approved November 4, 1939 (54 Stat. 11; 22 U.S. C. 452 (i)). 

“Foreign Transactions of the United States Government,” a publication of 
the United States Department of Commerce dated July 1948, defines property 
credits as those extended to foreign governments or to private entities in foreign 
countries in the disposal of surplus property, including merchant ships and 
settlement for lend-lease articles and services. The publication states that these 
extensions of credits result in debtor-creditor relationships anticipating payments 
of principal and, in most cases, or interest in accordance with the credit terms. 
Surplus property furnished on a credit basis is partially estimated as to quantity 
and value which are subject to later adjustment. The data are derived from 
the figures for utilization of surplus property credits. Credits arising from the 
sales of surplus property are considered utilized as of the dates agreements are 
signed. 


1 Page A-—%, Foreign Transactions of the U. S. Government, Office of Business Economics, 
Clearing Office for Foreign Transactions, U. S. Department of Commerce, March 1949. 
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A United States Department of Commerce publication dated February 19517 
shows credit outstanding to Germany in an amount of $66,382,000 which is pay- 
able in either foreign currency or United States dollars. 

Page 13 of this report (paragraph (y) Germany) is quoted below: 

“The original amount of this credit of $183.8 million was based on the items 
estimated to be available for transfer to the German economy under the terms of 
the agreement. However, a reclassification of arms, ammunition, the implements 
of war in Presidential Proclamation 2776, effective April 15, 1948, (supra) 
necessitated substantial withdrawal of property purchases declared surplus to 
OFLC by the Army. This action, together with other downward adjustments 


reduces total utilization as of June 30, 1950, to $67.3 million.” 


INTERPRETATION BY UNITED STATES ARMY OF BULK SALES AGREEMENT IN STANDING 
OPERATING PROCEDURE 108 AND MEMORANDUM OF AGREEMENT DATED FEBRUARY 26, 
1948 


In connection with that part of this report pertaining to negotiation of reason- 
able percentage adjustments mentioned under paragraph 10, section I of page 3 
of “Standing Operating Procedure 108,” there would appear to be an interpreta- 
tion placed on the provisions of this procedure in conflict with the provisions of 
the bulk sales agreement dated January 23, 1948. Inasmuch as the bulk transfer 
agreement was an “as is, where is” contract its 21 percent adjustment, represent- 
ing a 79 percent discount to STEG, appeared to include the purpose of taking 
care of errors in extensions and incomplete items transferred. Many of the 
declarations of surplus property (transfer documents) examined indicate that an 
erroneous interpretation may have been placed on the provisions of the Standing 
Operating Procedure No. 108 as it pertained to the adjusted cost of the surplus 
property to STEG. 

There is noted on BTG No. 2132 transfer agreement a typewritten note which 
states “Incomplete figures reflect 56.7 percent of the total cost to compensate 
absence of major assemblies.” Attached to this transfer agreement is a sheet 
bearing the legend “Result of spot check carried out Depot Kitzingen on 
January 11, 1949.” This document is an itemized listing of vehicles Nos. 1 
through 10 showing a percentage of missing parts in these items totaling 43.3 
percent. The sheet bears a notation, “as regards last four items on above spot 
check, bodies, while present had no tangible value as such. Suggest considera- 
tion be given to this fact when determining the percentage of deduction.” 

The 43.3 percent deduction as reflected by BTG—2132 resulted in a difference 
of 209.71 long tons valued at $170,584.10. This deduction may be in addition to 
the original deduction of 21 percent of the original cost to the United States 
Government as provided by the bulk sales agreement. A copy of BTG—21382 is 
attached hereto as appendix 3. 

In view of the above, it may be advisable to check transactions pertaining to 
additional discounts which appear to be far in excess of the 79 percent allowed 
by the bulk sale agreement. The record indicates that $117,368,000 has been 
written off due to the above-mentionad procedures As previously noted, the 
basic amount of the original bulk agreement dated January 31, 1948, was $183,- 
750,000. As of June 30, 1950, OF LC figures reflected the total] outstanding credit 
to Germany of $66,382,000. The difference between these latter figures is $117,- 
368,000. 

Of this amount there should be taken into consideraiton the quantities and 
values of items purported to have been withdrawn from STEG under Presidential 
Proclamation 2776. OFLC or the United States Army should be able to furnish 
this information. 

In view of the information contained in this report it is suggested that the 
committee may wish to delve deeper into the STEG transactions and require 
more detailed advices from representatives of the Department of the Army and 
State Department. In this connection it is suggested that a complete, detailed 
breakdown of the financial transactions involved can be obtained from Maj. 
E. C. Mellett and Capt. R. L Mattson, Army officers assigned to the Division of 
Finance, OF LC, Liquidation Unit, State Department. It is understood that these 
two officers have been with the OFLC transactions for several years and are very 
familiar with the entire accounting picture relating to STEG. 


2 Bureau of Foreign and Domestic Commerce, Office of Business Economics, Clearing 
Office for Foreign Transactions, dated February 1951, Summary of Agreements on Loans 
and Other Credits Outstanding on June 30, 1950, and Debt-Service Projects beginning 
July 1, 1950. 











574 DISPOSITION OF WAR SURPLUS PROPERTY 


It would appear that STEG sales to American businessmen should be scruti- 
nized for the purpose of determining whether the property involved was imported 
or otherwise disposed of contrary to the intent of section 12 of the joint resolution 
of Congress (54 Stat. 10). 

A deeper study of the STEG transactions would appear to be justified looking 
toward the present recovery of usable equipment and scrap and in consideration 
of practical guides for defining procedures in similar disposal problems in the 
future. 


Exautinir 60B 
HEADQUARTERS EUROPEAN COMMAND 
5 March 1948 
STANDING OPERATING PROCEDURE NO. 108 


BuLK TRANSFER OF SurRPLUS UNITED STATES ARMY [PROPERTY 10 STAATLICHE 
ERFASSUNGS-GESELLSCHAFT FUER QOEFFENTLICHES GUT MpBpxuH AcTINnae UNDER 
AUYHORITY FOR THE BrzonaL Economic CouNcIL AND THEIR AGENCY THE 
VERWALTUNGS FUER WIRTSCHAFT 


(Short title: Bulk transfer of surplus United States Army Property to STEG) 
SECTION I. GENERAL 


1. Preface.—The following procedure has been mutually agreed upon by Staat- 
liche Erfassungs-Gesellschaft fuer Oeffentliches Gut (STEG), the United States 
Office of the Foreign Liquidation Commissioner (OFLC), and the US Army, 
Eurcpean Command (EUCCM), to effect the bulk transfer of surplus US Army 
property in Germany to the Germans in accordance with the terms of the bulk 
sales agreement dated 23 January, 1948, between the Office of the Foreign Liquida- 
tion Commissioner and the German Bizonal Economic Council covering the sale 
of surplus US Army property to the German Bizonal Economic Council. This 
bulk sale includes all movable surplus property in the US Occupied Zone of Ger- 
many not specifically excluded by paragraphs la to 1g, inclusive, of the bulk 
sale agreement which is physically transferred to the purchaser on or before 
30 September, 1948. Formal declaration of the property so transferred will be 
made coincident with its physical transfer as set forth in this SOP. Com- 
pliance with the provisions contained herein is prescribed and directed for all 
agencies and representatives of each and all of the participants in the agreement 
set forth above. 

2. Purpose.—This SOP implements the bulk sales agreement, January 23, 1948 
(see Appendix I), as supplemented by letter from the Bizonal Economic Council 
for Germany addressed to the Office of the Foreign Liquidation Commissioner 
with copies to the Staatliche Erfassungs-Gesellschaft fuer Oeffentliches Gut and 
the Director, Service, Supply, and Procurement, European Command, designating 
STEG as the authorized receiving agency, and the Memorandum of Understanding 
Implementing the Bulk Sale Agreement Entered into Between the Government of 
the United States of America and the Bizonal Keonomic Council of Germany for 
the sale of certain surplus property (see Appendix I1). 

3. Definitions.—The following definitions of terms used in this directive will be 
applicable wherever used: 

a. The Director of Service, Supply, and Procurement, FUCOM.—tThe staff 
division of this headquarters which will represent the U. S. Army, European 
Command, in matters concerning policy and physical transfers effected under 
this SOP. 

b. Central Field Commissioner for Europe (CFPCE)—The European organ- 
ization of the Office of the Foreign Liquidation Commissioner. 

ce, Office of the Foreign Liquidation Commissioner (OF LC).—The U. 8S. 
agency charged with the disposal of surplus materials of the U. 8, 
government. 

d. U.S. Military Custodian.—The U.S. Army or U. S. Air Force command- 
ing officer of any depot, camp, or other installation who is directly responsible 
therefor. 

e. U.S. Army Property.—The personal or real property of the U. S. Army 
and U.S. Air Force. 

f. Staatliche Erfassungs-Gesellschaft fuer Oeffentliches Gut (STEG)— 
The agency designated by the German Bizonal Economie Council to receive, on 
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behalf of that agency, the surplus property to be turned over by the U. S. 
Army and the U. 8. Air Force. 

g. Representative of STEG Authorized to Receive.—The individual desig- 
nated by STEG to act as its agent to take physical custody of a specific instal- 
lation and/or surplus property designated by the U. S. Army as surplus and 
scheduled for transfer to STEG. 

h. Advance Party.-The group of STEG who will perform the necessary 
preliminary work prior to taking full custody of any installation, such as spot 
checking inventory lists, familiarization with depot lay-out, location of sup- 
plies listed, use of depot records, etc. 

i. Reconnaissance Party.—One or more representatives of STEG, and/or 
the Bizonal Economic Council authorized to visit installations for technical 
planning purposes prior to designation of the representative of STEG author- 
ized to receive any given installation. 

j. Spot Check.—A system of testing the accuracy of records of inventory 
of any installation by means of selecting a desired number of typical items 
listed on bulk transfer documents (not to exceed 2 percent) and verifying the 
physical presence of the item shown on such lists. Spot checks will be 
accomplished jointly with the STEG representative assuming custody and 
the US military custodian or their representatives. 

k. Bulk Transfer Document.—The detailed listing on SPA-3 and SPA-3 
continuation sheets by item and quantity of the movable supplies being 
transferred, accompanied by a properly executed and signed certificate of 
transfer and a copy of the letter designating and authorizing the STEG 
representative to receive the property being transferred. 

1. Installation.—The physical property defining an activity of the US 
Army, such as buildings, tentage, wire enclosure, operating equipment and, 
in the case of a depot, the stores of movable goods kept thereat. 

m. Fired Installation —The real property and utilities pertaining to an 
installation. 

n. Depot or Supply Depot.—An installation whose primary function is the 
collection, storage and issue of movable goods belonging to one or more of 
the agencies responsible for supplying the needs of the US Army. 

o. Supply Service.—The agency of the US Army responsible for the supply 
of articles of a particular nature; i. e., Quartermaster, Ordnance, Chemical, 
Medical, Engineers, Signal, Transportation Corps, Air Force. 

p. Certificate of Transfer.—(See Figure 1.).—The document by means of 
which title to property of any description is transferred from the US Army to 
STEG under the terms of the bulk sales agreement. The certificate of trans- 
fer will be attached to the face of the bulk transfer document to which it 
applies and will be signed by the US military custodian and the representa 
tive of STEG. 

Location ___ Bulk Transfer Germany # 
Depot Name____ Service Uy 


Certificate of Transfer 


This to certify that the undersigned U. S. representative has the authority 
to transfer on behalf of the United States of America, to STEG, the author- 
ized representative of the German Bizonal Economic Council the-——-———— 

—-—' property on the attached listing consisting of — — — 
pages at a declared cost value of $—— * under the provisions of the 
bulk sales agreement to Germany dated 23 January 1948. 

.__.. Signature 
_ Name typed 
Title 
Date of Transfer 

This is to certify that the undersigned representative of STEG, as indi- 
eated by copy of letter of authorization attached hereto, has the authority 
to accept this property in accordance with all existing regulations and pro- 
cedures pertaining to the above-mentioned bulk sales agreement. 

Signature 
Name typed 
Title 
Date of Acceptance 

? Indicate class of property; i. e., Ordnance, Quartermaster, Air Force, ete. 

* To be entered by the chief of service concerned after the document has been priced 
and extended. 
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(Figure 1) 


q. Bulk Transfer Number (BTG#). A number assigned to and entered 
on each executed certificate of transfer and supporting papers. 

r. Movable Supplies—Those supplies of any technical service or the Air 
Force which are not installed. This term includes movable operating equip- 
ment which is normally considered a part of a fixed installation. 

4. Scope.—The US military custodian of each installation in Germany declared 
surplus to the needs of the'US Army and scheduled for transfer will be advised 
as to the date of such transfer by the Director, Service, Supply and Procurement, 
EUCOM, through the chief of service exercising jurisdiction over the installation. 
Concurrently the Director, Service, Supply and Procurement, EUCOM, will advise 
STEG of the transfer date. A reconnaissance party, with credentials authenti- 
cated by the Director, Service, Supply and Procurement, EUCOM, may visit any 
surplus installation to secure information as to the size, type, and general lay-out 
thereof, in order to be able to designate a qualified representative to receive the 
installation and to determine the requirements for technicians, ete. The US 
military custodian will assist in obtaining the necessary information to accom- 
plish this. Subsequently the US military custodian and the Director, Service, 
Supply and Procurement, EUCOM, will be furnished a copy of the letter from 
STEG, forwarded through OMGSTEG Branch, designating by name the individual 
who will be authorized to receive the installation on behalf of STEG. The STEG 
representative authorized to receive the installation will present himself to the 
US military custodian, identify himself and establish his authority by showing 
the letter from STEG naming him as the representative authorized to accept the 
transfer on behalf of STEG, and a copy of’the letter to STEG from the Director, 
Service, Supply and Procurement, EUCOM, giving the date of transfer. At this 
meeting, an estimate of the requirements for accomplishing the transfer will be 
made. The US military custodian will have available the following data: 

a. Map or sketch of installation. 

b. Data describing utilities and facilities. 

ec. Minimum personnel requirements for operation, maintenance and se- 
curity as normally run by the US forces. 

d. List of US-employed German personnel available and trained for per- 
formance of special tasks or responsibilities. The US military custodian 
will offer assistance to the STEG representative in planning assumption of 
custody of the installation. 

5. The Director, Service, Supply and Procurement, EUCOM, will forward to the 
Central Field Commissioner for Europe, OFLC, prior to each transfer, the name 
of the representative of STEG authorized to receipt for the surplus property 
being transferred and the approximate date on which the transfer will be made. 

6. Most surplus property being transferred is contained in technical service 
supply installations. There is no obligation in the bulk transfer agreement that 
requires these installations to be derequisitioned when the supplies in them are 
transferred to STEG. However, in order to permit the Germans to distribute 
supplies without being involved in the bulk movement of supplies from one depot 
to another it is planned that these technical supply installations be turned over 
as going concerns. Movable supplies contained in installations which cannot be 
released in whole or in part will be moved to an installation being released prior 
to transfer. 

7. The derequisitioning of installations is a function of post commanders. 
While it is desirable to derequisition technical service supply installations along 
with the surplus supplies being transferred to the Germans, it is not obligatory. 
It is only obligatory that STEG be permitted to operate installations containing 
surplus supplies for a period sufficiently long to avoid the necessity of large 
shipments to another depot. Where a post commander desires to retain for his 
own purposes an installation in which surplus supplies are located at the time 
of transfer, he will permit STEG to utilize the installation for such time as may 
be agreed between the post commander and STEG as reasonable for the exhaus- 
tion of supplies in the installation. Where agreement cannot be reached, the 
post commander will refer the matter to this headquarters, presenting the argu- 
ments of both sides. 

8. In those installations where only a portion of the installation is desired for 
retention, arrangements should be riade between the post commander and the 
chief of technical service concerned to clear the portion desired for retention 
before the balance of the installation is derequisitioned. Movement of supplies, 
when made from the portion retained, must still leave the installation to be 
transferred in an operational condition. 
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9. The US military custodian and STEG will mutually decide on an appro- 
priate advance party, the size and composition of which will vary with the nature 
of the installation, but will be as small as possible, consistent with its mission. 
The advance party will report to the installation no earlier than two weeks before 
the date of transfer of custody and will make such spot checks as the STEG 
representative may deem desirable subject to the limitations set forth hereafter. 
If, in exceptional cases, the spot checking cannot be completed within the two 
week period provided herein, the final date of transfer may be delayed by specific 
authority of the Director, Service, Supply and Procurement, EUCOM. Notice 
of such change will be furnished the US military custodian, the representative 
of STEG authorized to receive the installation, and OFLC, in the same manner 
as provided in paragraphs 4 and 5, above. Arrangements will be made mutually 
between the US military custodian and the STEG representative for rationing 
and quartering of the advance party. 

10. The bulk transfer document prepared by the depot commander to support 
a transfer will be verified as to accuracy by a joint spot check conducted by the 
US military custodian and the STEG representative. Such spot checks will 
include a reasonable number of line items (not more than 2% of the total number 
but not less than 10 items). Provided the spot checks indicate substantial 
accuracy of the transfer document to the satisfaction of the US military cus- 
todian and the STEG representative, the transfer document will be executed and 
transmitted. However, should the spot checks indicate a degree of error unac- 
ceptable to either the US military custodian or the STEG representative, and 
if further spot checks cannot resolve the matter, the chief of service concerned 
may negotiate with STEG a reasonable percentage adjustment based on the 
degree of error exposed by the spot checks, to be applied to the total money 
value of the property concerned. Such negotiated adjustments must finally 
receive the approval of the Director, Service, Supply and Procurement, EUCOM, 
before acceptance by OFLC for invoicing. Such approval will be given only upon 
the full statement of the results of the spot checks and any other circumstances 
considered in the recommendation for adjustment, 

11. The remainder of the two weeks’ preliminary period will be devoted to 
familiarization with details connected with the operation of the installation and 
in completion of plans for the transfer of custody. The US military custodian 
will afford all reasonable assistance to the STEG representative to facilitate 
transfer. 

12. Upen the date specified for the transfer, both the US military custodian 
and the STEG representative will sign the certificate of transfer in the appro- 
priate columns. The bulk transfer document will be executed in eight copies, 
each copy to consist of a list of property being transferred, a signed certificate 
of transfer, and a copy of the letter from STEG designating the person authorized 
to receive the property on their behalf. 

13. In the event that it has been agreed upon to adjust the total of the bulk 
transfer document in accordance with the provisions of paragraph 10, above, 
the following statement will be typed on the face of the certificate of transfer 
before the signature of either party is effected : 

“By reason of the facts set forth in the attached statement, it has been 
determined that the monetary value of the property covered by this inventory 
computed by multiplying the quantities indicated by the unit cost—-should be 
(raised) (lowered) by ~.-.%.” 

14. Upon signature of the certificate of transfer covering all property included 
on the bulk-transfer document, title to the property listed will be passed to 
STEG, who will assume responsibility for its custody and maintenance. US 
Army and Department of the Army civilian operating personnel at any depot 
may, if desired and requested by STEG, remain as “guests” for a period of 30 
days from the effective date of the transfer (indicated on the certificate of 
transfer) to assist and advise on the operation and maintenance of the installa- 
tion. During this period the US Army will continue to provide food and messing 
for German personnel formerly employed at the depot or installation being 
transferred together with members of the advance party. No other responsibility 
will be assumed by the US Army. US Army employed German civilian personnel 
will be dropped from the US Army payroll on the date of transfer. 

15. Any depot records which are classified as “SECRET” or “CONFIDEN- 
TIAL” and any other records required for accounting by the supply service 
concerned will be withdrawn prior to transfer. A duplicate set of stock-record 
cards, prepared by the depot prior to transfer, indicating the quantity of each 
item transferred will be left at the depot in order that uninterrupted operations 
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may continue. All unclassified records, technical manuals, catalogs, ete., or 
copies thereof, which are necessary or will be helpful in operating the depot 
will be turned over with the installation. 

16. Two signed copies of the bulk-transfer document with the certificates of 
transfer attached will be delivered to the STEG represerrative. The original 
document will be filed as a final credit voucher to the stock-record account. 
The US military custodian will send the remaining five copies by courier to 
the chief of service concerned who will complete the documents, prepare SPA-3 
cover sheets declaring the property surplus, and forward three complete copies 
to the Fiscal Division, OFLC, Paris, for processing. 


SECTION II-—-RESPONSIBILITIES 


17. The Director, Service, Supply, and Procurement, EUCOM, will— 

a. Exercise general staff supervision of the bulk transfer of US Army 
surplus preperty to S'TEG. 

b. Advise the Commanding General, USAFE, or the chief of service exer- 
cising jurisdiction over an installation being transferred, the date on which 
transfer is to be effected. 

¢. Concurrent with subparagraph b, above, advise STEG of the transfer 
date. 

d. Authenticate credentials of the personnel included in the reconnaissance 
party. 

e. Forward to the Central Field Commissioner for Europe, OFLC, prior to 
each transfer, the name of the STEG representative authorized to receipt 
for the surplus property being transferred and the anticipated date of 
transfer. 

f. Approve or disapprove any requests to extend the two-week period 
authorized for accomplishment of the spot check and transfer of an 
installation. 

g. Be the final reviewing and approving authority in cases where spot 
check indicate an unacceptable degree of error. 

h. Receive and consolidate reports submitted by the Commanding General, 
USAFE, and chiefs of technical services (see paragraphs 28 and 29, this SOP). 

18. The Commanding General, US Air Forces in Europe and Chiefs of Tech- 
nical Services, EUCOM, will— 

a. Issue appropriate instructions to installation commanders under their 
jurisdiction to insure compliance with this SOP and other instructions perti- 
nent to the bulk transfer of US Army surplus property to STEG. 

b. Advise installation commanders of the anticipated transfer date of 
installations and the name of the STEG representative authorized to receive 
said installation. 

ec. Apply the provisions of EUCOM message SC—12310, 23 Januury 1948 
and OMGUS cable V-27576, 27 January 1948, to property peculiar to his 
service. 

d. Insure that property transferred to STEG is not prohibited from trans- 
fer by Allied Control Council Law No. 48, 20 December 1946, or the OFLC 
bulk sale agreement (see Appendix I). 

e. Insure that property belonging to the American Red Cross is not trans- 
ferred to STEG but is returned to Red Cross custody. 

f. Insure that declarations are transmitted to OFLC in accordance with 
TM 38-320, covering all surplus property which is prohibited from transfer 
under the terms of the bulk sale agreement, or which is directed to be de- 
clared by the Director, Service, Supply, and Procurement, EUCOM. 

g. Outship from installations, prior to transfer, all items required for com- 
mand reserve, return to the ZI, sold by OFLC, or officially earmarked for 
any purpose other than transfer to Germany. 

h. Insure that all scrap, salvage, or waste has been segregated and re- 
ported to Chief Quartermaster, EUCOM, for disposal in accordance with 
USFET-SOP 95, 14 November 1946, and is not included in the property being 
transferred to STEG. 

i. Insure that property of another technical service, located in and being 
transferred with an installation, has been screened by the owning service 
and either released for transfer or outshipped in accordance with instruc- 
tions of the owning service. 

j. Issue shipping instructions or authorize release of property peculiar to 
his service which is reported by another service as a part of an installation 
scheduled for transfer. 
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k. Be responsible for pricing and extensions of all property peculiar to his 
service which is transferred to STEG, 

l. Be responsible for the proper preparation and accuracy of all surplus 
property records and decuments transmitted by his service to OFLC. 

m. Coordinate the derequisition and release of installations with the 
post commander concerned. 

un. Notify the Chief of Finance, EUCOM, of the place of storage and the 
date stock record cards of a transferred installation will be available for 
audit. 

o. Continue for 30 days from date of transfer feeding the noon meal to 
indigenous personnel previously employed by the U. S. Army and remaining 
with STEG, plus personnel of the advance party. 

p. Withdraw from installations being transferred all US military and 
Department of the Army civilian personnel within 30 days subsequent to 
the date of transfer. 

q. Drop from US Army payrolls on the date of transfer all indigenous 
personnel released to STEG or otherwise released as a result of the transfer. 

r. Transfer all excess CEM at an installation to the Germans in accord- 
ance with letter, this headquarters, AG 386.3 GSP-AGO, 25 July 1947, sub- 
ject: “Transfer of Captured Enemy Material to Office of Military Govern- 
ment for Germany (US).” CEM will neither be charged nor reported 
under the terms of the bulk sale agreement. 

s. Assign each executed certificate of transfer a bulk transfer number 
from the block of numbers assigned his service or air force. 

19. The Central Field Commissioner for Europe, OFLC, will— 

a. Furnish installation commanders with a notice of all property com- 
mitted by OFLC to purchasers other than STEG. Property covered by such 
notice will not be transferred to STEG but will be delivered to the pur- 
chaser in accordance with EUCOM-SOP 8&6, 30 December 1947. 

b. Notify the installation commander of any property reported by OFLC 
as committed (see subparagraph a, above) on which purchaser subsequently 
defaults on his contract obligations, thereby subjecting the property to other 
disposal. 

«. Furnish installation commanders with disposal documents or other 
definite instructions covering all OFLC. committed property. 

d. Continue to receive surplus declarations ef property prohibited from 
transfer to the Germans. 

e. Continue to dispose of declared surplus property. 

f. Account for and effect settlement of all surplus property transferred 
to STEG under the terms of the OFLC bulk sale agreement. 

20. The US Military Custodian Transferring Property to STEG will— 

a. Prepare a duplicate set of stock record cards to be turned over with 
the installation to the STEG receiving authority. 

b. Furnish the reconnaissance party the information referred to in para- 
graphs 4a, b, ¢, and d, this SOP. 

c. Assist the reconnaissance party in determining the requirements to be 
met by the receiving STEG representative. 

d. Mutually decide with STEG on the size of an appropriate advance 
party. 

e. Perform a joint spot check of the stock record balance listing to deter- 
mine accuracy of the stock record cards and listing. 

f. Withdraw all documents required for accounting plus all classified 
documents. 

g. Forward bulk transfer document properly prepared and signed to the 
STEG representative and the chief of technical service. 

h. Continue operation of the indigeneous mess for 30 days subsequent to 
the date of transfer. 

21. Post Commanders will— 

a. Coordinate with chiefs of technical service or the Commanding Gen- 
eral, USAFE, on the derequisitioning of real estate under their control. 

b. Where applicable, cause their post engineer to accomplish derequsition- 
ing in accordance with EUCOM-—SOP 37, 6 October 1947, as changed. 

c. In instances where agreement cannot be reached concerning derequisi-- 
tioning or retention of installations. refer all pertinent facts presented by 
the parties concerned to the Director, Service, Supply and Procurement, 
EUCOM, for final decision. 

22. Staatliche Erfassungs-Gesellschaft fuer Oeffentliches Gut MBH (STEG) 
will— 
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a. Cause a reconnaissance party to visit the installation schedule for 
transfer for the purpose of determining the qualifications and requirements 
necessary for designating a receiving agent and the advance party. 

b. Advise the Director, Service, Supply and Procurement, EUCOM, of the 
name of each individual designated to receive surplus property and/or 
surplus installations and the property or installation which he is authorized 
to receive. 

ce. Conduct a joint spot check with the US military custodian to determine 
the degree of accuracy of the stock record cards and SPA-3 listing. 

d. Cause the STEG receiving agent to sign the certificate of transfer 
when the accuracy of the transfer listing has been satisfactorily established. 

e. Upon signature of the certificate of transfer, accept title, custody and 
responsibility for all property listed on the bulk transfer document. 

f. Maintain sufficient records to account for the disposition of property 
received under the terms of the bulk sale agreement, as provided for in 
paragraph 5 thereof. (See Appendix I.) 


SECTION III-—-TRANSFER OF MOVABLE SUPPLIES 


23. The basic transfer document for movable supplies will be listing of stock 
record card balances, plus a listing of all movable supplies, on form SPA-3 
continuation sheets prepared in eight copies. Movable supplies which are to 
be transferred but are not contained on stock record cards are such items as 
T/A equipment, operating equipment and similar type items. 

a. The first continuation sheet will be numbered page 1 of—(total num- 
ber of pages). 

b. The disposal agency number will be the BTG number assigned by the 
chief of service concerned as provided in paragraph 30, this SOP, and will 
be entered in the space provided on each continuation sheet. The same 
BTG number will be entered on all continuation sheets comprising a single 
transfer. 

ce. Each bulk transfer document will include the property of only one 
supply service. 

d. Only the following columns need to filled in: 

(1) Line item number—in consecutive sequence without regard to 
the number of pages. 

(2) Stock number and description—should be full and complete. 
Where the correct nomenclature is not known, a description of the 
item sufficient to establish the cost price will be included. 

(3) Unit—use correct standard classification on which prices nor- 
mally are computed; i. e., each, pair, pound, ete. 

(4) Number of units. 

(5) Unit cost. 

(6) Total cost. 

e. Listings will be verified by a spot check conducted jointly by repre- 
sentatives of STEG and the US military custodian. 

24. The certificate of transfer will be executed in eight copies and signed 
by the US military custodian and the designated STEG receiving agent. All of 
the spaces on the certificate of transfer will be filled in at the time of transfer 
except the space provided for the total cost value of the transfer. This will 
be completed by the chief of service concerned after verifying the computations. 
In the event that spot checks reveal discrepancies in the quantities shown on 
the bulk transfer document which result in a percentage adjustment in accord- 
ance with the provisions of paragraph 10, this SOP, the certificate shown in 
paragraph 13, this SOP, will be typed on the face of the certificate of transfer 
and made a part thereof prior to signature by the receiving and transferring 
agents. Upon execution and signature of this document, title, custody and re- 
sponsibility of the property listed is transferred to STHG. 

25. The original listing of property being transferred, with a copy of the certifi- 
cate of transfer and the letter designating the signer as the receiving agent for 
STEG, will be filed as a closing credit voucher to the stock record account and will 
be shipped with the account to the place of storage designated by the chief of 
service concerned. Two copies of the above documents will be turned over 
to STEG and the remaining five will be sent by courier to the appropriate chief 
of technical service. The chief of service will be responsible for verifying costs 
and extensions shown on the transfer document and will forward one copy of the 
completed document (with figures verified) to the OMGSTEG Branch, Commerce 
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and industry Group, BICO, and will retain one copy for his file. Before forward- 
ing three copies of the bulk transfer document to OFLC, Paris, the chief of serv- 
ice concerned will prepare an SPA cover sheet marked “Bulk Transfer Germany” 
and attach it to the document. Spaces will be filled in and signed as in the 
preparation of any other surplus property declaration except that the cover sheet 
will be marked “Cover Sheet of —— Pages.” The total cost of the document, as 
computed, will be included both in block 6 of the SPA-8 cover sheet and in the 
appropriate space on the face of the certificate of transfer. If the document is 
to be adjusted for inventory discrepancies in accordance with the certificate of 
transfer, a notation will be placed on the face of the SPA-3 declaration cover 
sheet as follows: 

“In accordance with the terms of the certificate of transfer, OFLC is au- 
thorized and directed to adjust the total cost figure shown in block 6, above. In 
the event that the figure shown in block 6, above, is found to be in error due 
to a mistake in computation or is otherwise adjusted, it is understood that the 
percentage adjustment agreed upon by the two signatories will be applied to the 
correct total cost figure.” 

26. Any additional property not shown on the bulk transfer document at the 
time the certificate of transfer was signed must be included on another bulk 
transfer document bearing a different BTG number. Quantity figures shown on 
the bulk transfer document will not be changed by the chief of service, nor 
will new items be added to the document. Correction in unit cost should be 
made on SPA-3.1 forms bearing the same number as the original bulk transfer 
document and the line items being corrected will be clearly identified by use of 
the item number appearing on the original bulk transfer document. SPA-3.1 
forms will not be prepared on the basis of any schedule or correction notices 
submitted by OFIC correcting arithmetical discrepancies found after audit of 
the document. Withdrawals will be made on SPA-—3.1 forms bearing the same 
number as the original bulk transfer document and line items being withdrawn 
will be clearly identified by use of the item number appearing on the original 
bulk transfer document. A statement of the reason for withdrawal will be 
included, together with a credit certificate of transfer in the dollar cost value of 
the withdrawal. Distribution of SPA-3.1 forms will be the same as for other 
bulk transfer documents. 


SECTION IV-—TRANSFER OF FIXED INSTALLATIONS 


27. a. Fixed installations which contain surplus of movable supplies being 
transferred under the bulk sale agreement will not be declared or reported to 
OFLC but wil! be derequisitioned in accordance with EUCOM--SOP 37, 6 October 
1947, as changed. Post commanders, after coordination with the chiefs of 
technical services, will accomplish the derequisitioning. In this connection, refer 
to paragraphs 6, 7 and 8, this SOP. 

b. In accordance with paragraph Sd, EUCOM-EOP 37, installed equipment 
such as boilers, generators, etc., which can be removed and sold without substan- 
tial damage to either the equipment or the fixed installation and which have 
commercial value in excess of the cost of removal will not be derequisitioned 
but will be transferred under the terms of the bulk sale agreement. 


SECTION V-——-RECORDS 


28. On the fifth day of each month subsequent to receipt of this SOP and 
continuing through 5 October 1948 each chief of technical service and the Com- 
manding General, USAFE, will have available in their headquarters the follow- 
ing information: 


a. Name and location of each depot or installation which is to be trans- 
ferred in whole or in part to STEG. 

b. Tonnage of surplus property on hand as of the first day of the month 
during which the information is compiled. 

ec. Tonnage of property to be outshipped from this depot or installation. 

d. Expected date outshipment will be complete. 

e. Tonnage of surplus to be inshipped. 

f. Expected date inshipment will be completed. 

g. Estimated tonnage to be transferred to STEG from this depot or in- 
stallation. 

bh. Date depot or installation will be ready for turnover to STEG. 

i. Name and location of each depot or installation already transferred 
in whole or in part to STEG. 
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j. Tonnage of surplus property already transferred to STEG under the 
bulk sales agreement. 

20. On the earliest possible date when it can be foreseen that any particular in- 
stallation or depot will be available for transfer to STEG, the chief of technical 
service or the Commanding General, USAFE, will submit a written report to the 
Director, Service, Supply and Procurement, EUCOM, giving the following in- 
formation: designation of installation or depot; location; tonnage of property 
to be transferred ; brief description of type property and installation to be trans- 
ferred and any special information relative to operation, special requirements 
for technically trained personnel as well as a list of any qualified indigenous 
personnel acquainted with this operation who are available for employment 
therein. This information will be furnished sufficiently in advance of the date 
on which the installation can be turned over to enable the Director, Service, 
Supply and Procurement, EUCOM, to submit it to STEG (through OMGSTEG 
Branch, Commerce and Industry Group, BICO) at least four weeks ahead of the 
proposed turnover date. 


Section VI—Bulk Transfer Document Number 


30. The chief of service and the Commanding General, USAFE, will assign a 
bulk transfer number (BTG) to each certificate of transfer executed by their 
service or air force. These numbers will be assigned consecutively, based on 
the date and time of execution of the certificate of transfer. 

For this purpose the following block of numbers are assigned : 


2000 A 5OOL to 6000 

3000 | Med___ os t eee 6001 to 7000 

helen rater ples Pitot 3001 to 4000 | Cml___- wBisi din 7001 to S000 
4001 to 5000 | TC__- Lo ae 8001 to 9000 


By command of General Clay: 
Official C. R. Hvurener, 
Lieutenant General, GSC, 
Chief of Staff. 
JouHn A. KLEIN, 
Colonel AGD 
Adjutant General 


Distribution: 
15—Dir, SS&P, EUCOM 10—C/Trans, FUCOM 
10—OMGUS 10—C/Surg, EUCOM 

5—US Constab 10—C/Ord, EUCOM 
20—USAFE 10—C/Finance, EUCOM 
10—First Mil Dist 10—C/Cm! Corps, EUCOM 
10—BPE 10—TI&hL, EUCOM 

5—Hq Comd, EUCOM 10-—C/Spec Serv, EFUCOM 
10—AGRC, European Area 10—Ea FUCOM Supply Depot 
5—Heidelberg Mil Post 25-—OFIC, Paris 

5—Stuttgart Mil Post 25—OFITC, Heidelberg 
5—Wetzlar Mil Post 10—OMGSTEG Branch, BICO 
5—Darmstadt Mil Post 1—AGX 
10—C/Engr, EUCOM 1—AG Opns 
10—C/QM, EUCOM 2—AG Records 
10—OCSIGO, EUCOM 


APPENDIX I 
AGREEMENT 


The Government of the United States of America and the Bizonal Economie 
Council, acting under authority of Regulation SS of the United Kingdoin Mili- 
tary Government of Germany and of Proclamation 5 of the United States Military 
Government of Germany, agree as follows: 

1. The United States will sell and the Bizonal Kconomic Council will buy (as is, 
where is, without warranty except as to title) all property in Germany, declared 
by the United States Army to the Foreign Liquidation Commissioner for dis- 
posal as surplus property on or before 30 September 1948, except that the follow- 
ing property is specifically excluded from the property to be transferred: 
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(a) Property which the United States Army determines to be: nondemili- 
tarized combat matériel, including ammunition, or flying aircraft, or com- 
ponents and spares suitable for use with respect to flyable aircraft; : 

(b) Air navigation, communication, weather and other special technical 
facilities of Air Navigation, Communication and Weather Control Units; 

(c) Scrap, salvage and waste materials. For the purposes hereof, scrap 
shall include property determined by the US Army to be of value primarily 
for its scrap content and may include items which have some residual value 
for use in their present form; 

(d) Property of Lend-Lease origin ; 

(e) Property not specifically listed above but which is not permitted to 
be owned, manufactured, imported, exported, transported or stored pursuant 
to decisions of the Allied Contro! Council for Germany : 

(f) Property which, on or before the ¢ffective date hereof, has been sold 
or committed for sale to others, or which in the judgment of the Central 
Field Commission for Europe, acting for the United States, was on the 
effective date hereof the subject of negotiations from which he could not 
fairly withdraw: 

(g) Such other property declared surplus as the United States may, in 
exceptional cases, withdraw from surplus before transfer to the Bizonal 
Economic Council. 

2. The price to be paid by the Bizonal Economic Council (on the terms of pay- 
ment stated in paragraph 4) for the surplus property transferred to the Bizonal 
Keonomic Council pursuant to paragraph 1 above, and to others pursuant to 
paragraph 3, shall be $183,.750,000, being 21 percent of the presently esti- 
mated original acquisition cost of $875,000,000 to the United States Government 
of such surplus property. However, the parties hereto shall promptly hereafter 
consult and establish procedures to determine the amount of surplus transferred 
hereunder, and the purchase price shall be adjusted to 21 percent of the original 
cost thereof to the United States Government. 

3. Notwithstanding the foregoing, property declared surplus before the ef- 
fective date hereof and not specifically excluded from the property to be trans- 
ferred to the Bizonal Economic Council may nevertheless be sold to other pur- 
chasers before February 1, 1948, by the Foreign Liquidation Commissioner but 
the purchase price hereunder, determined in accordance with the provisions of 
paragraph 2 of this agreement, shall be reduced by the gross sales price charged 
to such other purchasers. Property sold before February 1, 1948, shall include 
property then under commitment for sale to others, or which in the judgment of 
the Central Field Commissioner for Kurope was, on 31 January 1948, the sub- 
ject of negotiations from which he could not fairly withdraw. 

4. The purchase price shall be a deferred charge against, and shal! be repaid 

from, future proceeds of German exports pari passu with obligations for other 
supplies furnished to the German economy on a deferred payment basis. Inter- 
est shall be computed at the same rate and on the same terms as are eventually 
established for other deferred obligations of the German economy to the United 
States Government. Payment shall be credited first to interest due and then to 
unpaid principal. The terms for payment of any balance remaining unpaid at 
the time of the treaty of peace with Germany shall be such as are prescribed 
therein. With the consent of the appropriate occupation authorities, the United 
States Government may require the accelerated payment of any part of the un- 
paid .purchase price in local currency for use by the United States Government ; 
credit against the purchase price shall be given of the agreed dollar value of such 
accelerations. 
5. The Bizonal Economic Council shall designate the agency which will accept 
title and possession of property to be transferred pursuant to this agreement and 
such agency shall assemble and provide the United States Government with 
appropriate receipts for the property transferred to it, and shall maintain records 
of the disposition of the property. Title to, and possession of the property trans- 
ferred shall pass to the agency designated by the Bizonal Economic Council as 
soon as possible in accordance with transfer procedures to be agreed upon be- 
tween such agency and representatives of the United States Government 

6. The Bizonal Economic Council and any agency designated by it, in disposing 
of or distributing property transferred pursuant to this agreement, shall use 
their best endeavors to avoid discrimination against the legitimate interests of 
the United States manufacturers of such property, or their agents or distributors. 
Members and veterans of the United States Armed Forces, United States Govern- 
ment agencies, United States citizens and non-profit institutions, and the Inter- 








584 DISPOSITION OF WAR SURPLUS PROPERTY 


national Red Cross shall be accorded any opportunity to buy the property 
transferred under this agreement on the same basis and at the same priority as 
accorded to other buyers of like character. 

7. All obligations (including, but not limited to, expenses, claims, rents, and 
acquisitions) incident to the care, custody, and handling of property declared 
surplus and to be transferred to the agency designated by the Bizonal Economic 
Council under this agreement shall, from the time of acceptance of custodial 
responsibility or possession, be borne by the Bizonal Economic Council; except 
that the United States Government shall continue to be responsible for the 
expenses of pay, maintenance, and administration of United States Government 
Military and civilian personnel and of prisoners of war held by the United States. 

8. No taxes, duties, or other assessments which might normally be imposed as 
a result of this transaction or of any transactions pursuant to the terms of this 
Agreement, shall be assessed against the United States Government. 

9. The term “effective date” for the purposes of this agreement shall be 31 
January 1948. 

Executed in duplicate, at Frankfurt A/M, Germany, this 23d day of January 
1948. 

For Bizonal Economic Council: 

(Signed) Korn er. 

For the Government of the United States of America: 

{Signed) Crype L. Hyssona, 
Major General. 


APPENDIX II 


MEMORANDUM OF UNDERSTANDING IMPLEMENTING THE BULK SALE AGREEMENT 
ENTERED INTO BETWEEN THE GOVERN MENT OF THE UNITED STATES OF AMERICA AND 
THE BIZONAL ECONOMIC COUNCIL OF GERMANY FOR THE SALE OF CERTAIN SURPLUS 
PROPERTY 


The parties to this Memorandum of Understanding are: the Office of the For- 
eign Liquidation Commissioner, Department of State (hereinafter referred to as 
“OFLC”) ; the European Command, United States Forces (hereinafter referred 
to as EUCOM), both parties acting for and on behalf of the United States of 
America and Staatliche Erfassungs Gesellschaft fuer Oeffentliches Gut MBH 
(hereinafter referred to as “STEG”), acting on behalf of the Bizonal Economic 
Council of Germany. 

1. This Memorandum of Understanding is being entered into by the parties 
hereto named in order to accomplish the orderly and expeditious transfer to 
STEG of surplus property by virtue of the Bulk Sales Agreement between the 
Government of the United States of America and the Bizonal Economie Council, 
dated 23 January 1948. 

2. All references to the United States Army or United States Army property 
will be deemed to include the United States Air Force and United States Air 
Force property. 

3. OMSTEG Branch, Commerce and Industry Group, Bipartite Control Office, 
is designated as the liaison agency for the Bizonal Economic Council and STEG. 
The Director, Service, Supply and Procurement Division, EUCOM, is designated 
as the United States Army and United States Air Force liaison agency, both 
with the OMSTEG Branch on behalf of the Bizonal Economic Council and STEG 
and with OFLC. In agreement with the liaison offices enumerated herein, the 
Director, SS&P Division, EUCOM, will take necessary action to complete the 
transfers of surplus wherever situated. The Verwaltungs fuer Wirtschaft has 
been designated by the Bizonal Economic Council as their liaison to the OMSTEG 
Branch in the execution of this contract by STEG. 

4. The following basic premises will govern in the formulation of plans and 
procedures to accomplish the transfer of the surplus property concerned. 

a. No further declarations of surplus property except property specifically 
excluded from the terms of this bulk sale will be made by EUCOM to OFLC 
until the final declaration at the time of transfer to the Germans, except as 
may be directed and approved by the Director, SS & P Division, EUCOM. 

b. Installations will be turned over only when it is possible to turn over 
an integral unit, physically separated from installations under United States 
Army jurisdiction. Dual or divided responsibility in any installation will 
be avoided. 

c. The basis of transfers will be a Bulk Transfer Document prepared on 
Forms SPA-—3 in line item detail based on physical inventory of the property 
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so transferred and covered by a Certificate of Transfer signed by both the 
authorized representative of the United States Army turning over the prop- 
erty and by the authorized representative of STEG receiving it. STEG may 
spot check inventories before accepting delivery. Transfers shall be specific 
and final as to quantities involved and subject only to checking of compu- 
tations and extensions. 

d. OFLC will cease to sell after 31 January 1948 any United States Army 
declared surplus in Germany except that surplus specifically excluded from 
the terms of the Bulk Sale Agreement. 

e. OFLC will advise EUCOM of all committed surplus property which 
otherwise would fall under the terms of this bulk sale. This property will be 
considered “sold” and will not be included in the final SPA-8 listing which is 
to be utilized as a basis for transfer to STEG. Should all or any part of this 
property, reported by OFLC as committed and considered by the Army as 
sold, later, by notice from OFLC, become eligible for transfer to STEG, the 
same will be listed on a separate SPA-—S listing clearly identified as to its 
special category and transferred on a separate Certificate of Transfer. 

f. All surplus property declared on Master Declarations which is not indi- 
cated by OFLC as committed will be automatically cancelled from Master 
Declarations without submission of SPA-3.1 withdrawal form. 

g. No physical withdrawals shall be made from stocks which are sched- 
uled for turn-over to STEG under the terms of the Bulk Sale Agreement 
except when directed by the Director, SS & P, EUCOM. 

h. A specific procedure governing the turn-over of, and receipt for, movable 
goods and fixed installations included under the terms of the Bulk Sale 
Agreement will be drawn up and agreed upon by the signatories to this 
Memorandum of Understanding, Such procedures will be reduced to writ- 
ing, published in both German and English, and copies provided installation 
commanders and representatives of STEG before turnover of any installa- 
tion is begun. 

i. No depot, subdepot, or similar installation will be turned over until all 
outshipment of non-surplus stocks and deliveries to purchasers of sold sur- 
plus stocks, committed prior to 31 January 1948, are completed from that 
installation. No title to any property will be relinquished until both a re- 
sponsible United States Army representative and a duly authorized repre- 
sentative of STEG sign jointly a Certificate of Transfer, at which time 
title to property and responsibility for security and operation will pass 
to STEG. 

j. The United States Army will be the sole determinant as to when each 
installation will be available for turn-over to STEG. The Director, SS&P 
Division, EUCOM, will prepare a plan for submission to STEG which will 
list all installations and the estimated dates on which each can be turned 
over. Each installation will be individually offered for turn-over as nearly 
as possible to the planned date. Initiation of transfer shall be accomplished 
within 2 weeks after confirmed notification that any installation is ready for 
turn-over. The United States Army shall notify STEG as to what special 
personnel qualifications are required for the turn-over and operation of any 
particular installation, and will apprise STEG of any technicality qualified 
indigenous personnel known to be available. 

k. Any property which has not been possessed by representatives of STEG 
within the period specified in paragraph j above will be deemed the property 
of STEG; and the United States shall be credited, in settlement of accounts, 
with the declared value thereof under the terms of the Bulk Sale Agreement. 
In case the provisions of this paragraph are employed, a certificate of trans- 
fer covering the property will be prepared and signed by the United Sfates 
Military Custodian with a full statement appended thereto, setting forth the 
reasons why signature of a STEG representative was not obtained. 

1. STEG agrees to maintain a record of the disposition of the property 
transferred and to furnish the United States Government such information 
as it may request from time to time. 

5. The United States Army will exercise every precaution to prevent the 
transfer to STEG of prohibited items as defined in the basic agreement. How- 
ever, should such items be erroneously transferred, it shall be the responsi- 
bility of STEG to return such items to the custody of the United States Army 
and credit therefor shall be given. 

6. Exceptions to this established procedure will be kept to a minimum so as to 
cause as little interference as possible with the delivery of title and possession 
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of United States Government surplus property to STEG as rapidly as is con- 
sistent with the interests of the United States Government and the Germans, 

7. This agreement shall be executed in both the English and German lan- 
guages of which the English shall be official. 

8. The Bizonal Economic Council has authorized and empowered VfW to im- 
plement the Bulk Sales Contract. VfW has designated STEG as agency which, 
pursuant to paragraph 5 of the Bulk Sales Contract, will accept title and pos- 
session of the property to be transferred in accordance with the above contract. 


Exurerr 60C 


MEMORANDUM OF UNDERSTANDING IMPLEMENTING THE BULK-SALE AGREEMENT 
ENTERED INTO BETWEEN THE GOVERNMENT OF THE UNITED STATES OF AMERICA 
AND THE BizoNaL EcoNOMIC COUNCIL OF GERMANY FOR THE SALE OF CERTAIN 
SURPLUS PROPERTY 


The parties to this Memorandum of Understanding are: the Office of the For- 
eign Liquidation Commissioner, Department of State (hereinafter referred to as 
“OFLC”’): the European Command, United States Forces (hereinafter referred 
to »s EUCOM), both parties acting for and on behalf of the United States of 
America and Staatliche Erfassungsgesellschaft fur Offentliches Gut MBH (here- 
inafter referred to as “STEG"), acting on behalf of the Bizonal Economic Coun- 
cil of Germany. 

1. This Memorandum of Understanding is being entered into by the parties 
hereto named in order to accomplish the orderly and expeditious transfer to 
STEG of surplus property by virtue of the Bulk Sales Agreement between the 
Government of the United States of America and the Bizonal Beonomie Council, 
dated 283 January 1948. 

2. All reference to the United States Army or United States Army property 
will be deemed to include the United States Air Force and United States Air Force 
property. 

3. OMGSTEG Branch, Commerce and Industry Group, Bipartite Control Office, 
is designated as the liaison agency for the Bizonal Economic Council and STEG, 
The Director of Service, Supply and Procurement Division, EUCOM, is desig- 
nated as the United States Army and United States Air Force Liaison agency, 
both with the OMGSTEG Branch on behalf of the Bizonal Economic Council and 
STEG and with OFLC. In agreement with the liaison offices enumerated herein, 
the Director SS&P Division, EUCOM, will take necessary action to complete the 
transfer of surplus wherever situated. The Verwaltungs fuer Wirtschaft has 
been designated by the Bizonal Economie Council as their liaison to the 
OMGSTEG Branch in the execution of this contract by STEG. 

4. The following basic premises will govern in the formulation of plans and 
procedures to accomplish the transfer of the surplus property concerned: 

a. No further declaration of surplus property except property specifically 
excluded from the terms of this bulk sale will be made by EUCOM to OFLG 
until the final declaration at the time of transfer to the Germans, except 
us may be directed and approved by the Director SS & P Division, EUCOM. 

b. Installations will be turned over only when it is possible to turn over 
an integral unit, physically separated from installations under United 
States Army jurisdiction. Dual or divided responsibility in any installa- 
tion will be avoided. 

_c¢. The basis of transfers will be a bulk transfer document prepared on 
Forms SPA-3 in line item detail based on physical inventory of the property 
so transferred and covered by a Certificate of Transfer signed by both the 
authorized representative of the United States Army turning over the prop- 
erty and by the authorized representative of STEG receiving it. STEG may 
spot-check inventories before accepting delivery. Transfer shall be specific 
and final as to quantities involved and subject only to checking of computa- 
tions and extensions. 

d. OFLC will cease to sell after 31 January 1948 any United States Army 
declared surplus in Germany except that surplus specifically excluded from 
the terms of the Bulk Sale Agreement. 
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e. OLFC will advise EUCOM of all committed surplus property which 
otherwise would fall under the terms of this bulk sale. This property will 
be considered “sold” and will not be included in the final SPA-—3 listing which 
is to be utilized as a basis for transfer to STEG. Should all or any part of 
this property reported by OFLC as committed and considered by the Army 
as sold, later, by notice from OFLC, become eligible for transfer to STEG, 
the same will be listed on a separate SPA-—3 listing clearly identified as to its 
special category and transferred on a separate Certificate of Transfer. 

f. All surplus property declared on Master Declarations which is not in- 
dicated by OFLC as committed will be automatically cancelled from Master 
Declarations without submission of SPA-3.1 withdrawal form. 

g. No physical withdrawals shall be made from stocks which are scheduled 
for turn-over to STEG under the terms of the Bulk Sale Agreement except 
when directed by the Director SS & P Division, NUCOM. 

h. A specific procedure governing the turnover of, and receipt for, move- 
able goods and fixed instalations included under the terms of the Bulk Sale 
Agreement will be drawn up and agreed upon by the signatories to this 
Memorandum of Understanding. Such procedures will be reduced to writing, 
published in both German and English, and copies provided installation 
commanders and representatives of STEG before turn-over of any installa- 
tion is begun. 

i. No depot, subdepot, or similar installation will be turned over until 
outshipment of nonsurplus stocks and deliveries to purchasers of sold sur- 
plus stocks, committed prior to 31 January 1948, are completed from that 
installation. No title to any property will be relinquished until both a re- 
sponsible United States Army representative and a duly authorized repre- 
sentative of STEG sign jointly a Certificate of Transfer, at which time title 
to property and responsibility for security and operation will pass to STEG. 

j. The United States Army will be the sole determinent as to when each 
installation will be available for turn-over to STEG. The Director SS & P 
Division, EUCOM, will prepare a plan for submission to STEG which will 
list all installations and the estimated dates on which each can be turned 
over, Euch installation will be individually offered for turnover as nearly 
as possible to the planned date. Initiation of transfer shall be accomplished 
within 2 weeks after confirmed notification that any installation is ready for 
turnover. The United States Army shall notify STEG as to what special 
personnel qualifications are required for the turnover and operation of any 
particular installation, and will apprise STEG of any technically qualified 
indigenous personnel known to be available. 

k. Any property which has not been possessed by representatives of STEG 
within the period specified in paragraph j above, will be deemed the property 
of STFG; and the United States shall be credited in settlement of accounts, 
with the declared value thereof under the terms of the Bulk Sale Agreement. 
In case the provisions of this paragraph are employed, a certificate of transfer 
covering the property will be prepared and signed by the United States Mili- 
tary Custodian with a full statement appended thereto, setting forth the 
reasons why signature of a STEG representative was not obtained. 

L. STEG agree to maintain a record of the disposition of the property trans- 
ferred and to furnish the United States Government such information as it 
may request from time to time. 

5. The United States Army will exercise every precaution to prevent the trans- 
fer to STHG of prohibited items as defined in the basic agreement, however, 
should such items be erroneously transferred, it shall be the responsibility of 
STEG to return such items to the custody of the United States Army and credit 
therefor shall be given. 

6. Exceptions to this established procedure will be kept to a minimuin so as 
to cause as little intereference as possible with the delivery of title and possession 
of United States Government surplus property to STEG as rapidly as is con- 
sistent with the interests of the United States Government and the Germans. 

7. This agreement shall be executed in both the English and the German 
Janguage of which the English shall be official. 

8. The Bizonal Economic Council has authorized and empowered VfW to imple- 

ment the Bulk Sales Contract VfW has designated STEG as agency which pur- 
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suant to para. 5 of the Bulk Sales Contract will accept title and possession of 
the property to be transferred in accordance of the above contract. 


EUCOM OFLC 
Date signed : , Date signed 
OrTro ECKMEIER, 
Ministerialrat. 


Voreitzender des AR der STEG 
Date signed ; 28—2—1948 
Approved by: Verwaltung fur Wirtschaft des Vereiningten Wirtschaftage- 


Wietes 


IxHIBIT 60D 


PROCLAMATION 2776—ENUMERATION OF ARMS, AMMUNITION, AND IMPLEMENTS OF 
WAR BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 


A PROCLAMATION 


Whereas section 12 (i) of the joint resolution of Congress approved November 
4, 1939, provides in part as follows (54 Stat. 11:22 U. 8. C. 452 (i)): 

The President is hereby authorized to proclaim upon recommendation of the 
(National Munitions Control) Board from time to time a list of articles which 
shall be considered arms, ammunition, and implements of war for the purposes 
of this section. * * * 

Now, therefore, I, Harry S. Truman, President of the United States of America, 
acting under and by virtue of the authority conferred upon me by the said joint 
resolution of Congress, and pursuant to the recommendation of the National 
Munitions Control Board, and in the interest of the foreign-affairs functions 
of the United States, hereby declare and proclaim that the articles listed below 
shall, on and after April 15, 1948, be considered arms, ammunition, and imple- 
ments of war for the purposes of section 12 of the said joint resolution of 
Congress ; 


Category I—Small arms and machine guns 

Rifles, carbines, revolvers, pistols, machine pistols, and machine guns (using 
ammmnition of caliber .22 or over); barrels, mounts, breech mechanisms, and 
stocks therefor. 


Category II—Artillery and projectors 

Guns, howitzers, cannon, mortars, and rocket launchers (of all calibers), 
military flame throwers, military smoke, gas, or pyrotechnic projectors; barrels, 
mounts, and other components thereof. 


Category I1I—Ammunition 

Ammunition of caliber .22 or over for the arms enumerated under (I) and (II) 
above; cartridge cases, powder bags, bullets, jackets, cores, shells (excluding 
shotgun) ; projectiles and other missiles, percussion caps, fuses, primers, and 
other detonating devices for such ammunition. 


Category IV—Bombs, torpedoes, and rockets 

Bombs, torpedoes, grenades, rockets, mines, guided missiles, depth charges, 
and components thereof; apparatus and devices for the handling, control, dis- 
charge, detonation, or detection thereof. 


Category V—Fire-control equipment and range finders 

Fire-control equipment, range, position, and height finders, spotting instru- 
ments, aiming devices (gyroscopic, optic, acoustic, atmospheric, or flash), bomb 
sights, gun sights, and periscopes for the arms, ammunition, and implements of 
war enumerated in this proclamation. 


Category VI—Tanks and ordnance vehicles 

Tanks, armed or armored vehicles, armored trains, artillery and small arms 
repair trucks, military half tracks, tank recovery vehicles, tank destroyers; 
armor plate, turrets, tank engines, tank tread shoes, tank bogie wheels and 
idlers therefor. 
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Category VII—Poison gases and toxicological agents 
All military toxicological and lethal agents and gases; military equipment for 
the dissemination and detection thereof and defense therefrom. 


Category VIII—Propellants and explosives 
Propellants for the articles enumerated in Categories III, IV, and VII; mili- 
tary high explosives. 


Category IX—Vessels of war 

Vessels of war of all kinds, including amphibious craft, landing craft, naval 
tenders, naval transports and naval patrol craft, armor plate and turrets there- 
for; submarine batteries and nets, and equipment for the laying, detection, and 
detonation of mines. 


Category X—Aircraft 
Aircraft ; components, parts, and accessories therefor. 


Category XI—Miscellaneous equipment 

(a) Military radar equipment, including components thereof, radar counter- 
measures, and radar jamming equipment; (b) Military stereoscopic plotting 
and photo-interpretation equipment; (c) Military photo theodolites, telemetering 
and Doeppler equipment; (d@) Military super-high-speed ballistic cameras; (e¢) 
Military radiosondes; (f) Military interference suppression equipment; (9) 
Military electronic, computing devices; (hk) Military miniature and subminia- 
ture vacuum tubes and photoemissive tubes; (i) Military armor plate; (j) 
Military steel helmets; (kK) Military pyrotechnics; (/) Synthetic training devices 
for military equipment; (m) Military ultrasonic generators; (m) All other 
material used in warfare which is classified from the standpoint of military 
security. 

Effective April 15, 1948, this proclamation shall supersede Proclamation 2717, 
dated February 14, 1947. 

In witness whereof, I have hereunto set my hand and caused the Seal of 
the United States of America to be affixed. 

Done at the City of Washington this 26th day of March in the year of our 
Lord nineteen hundred and forty-eight, and of the Independence of the United 
States of America the one hundred and seventy-second. 

[SEAL] (Signed) Harry S. TruMan. 


By the President: 
G. C. MARSHALL, 
Secretary of State. 


{Translation ] 
Exursit 61A 


Der BUNDESMINISTER FUR WIRTSCHAFT, 
Bonn, 11 den, 18 April 1951. 
IV AG Nr. 967/51 
Subject: Financial Result of the Liquidation of the “America-Transaction.” 
To U. S. High Commission for Germany, Office of Administration : 
Attention: Mr. F. D. Mitchell, Chief, Fiscal Service Division, Frankfurt/Main. 

Dear Mr. MitcHe tv: I refer to the wish you expressed some time ago already 
regarding the transmission of detailed data showing the progress and the finan- 
cial result of the three U. S. programms together, the so-called America Trans- 
action. At my request STEG has made a short survey on the most important 
elements of those many-sided and comprehensive programs and drawn up a 
memorandum which I am herewith sending you for your information and also 
for onward transmission to your appropriate services. 

I shall let you have the partial reports mentioned in the memorandum and 
containing a thorough examination of the three separate programs as soon as 
their translation will be completed. Owing to their extensive and detailed 
contents they will, however, be mainly interesting to your techincal assistants, 

Though STEG has not yet disposed of all U. S. Army goods, the final liquida- 
tion will not bring any major changes in the basic judgment of the financial 
result of the America Transaction as laid down in the memorandum. It is 
rather to be feared that the renewed freezing of the current sales of U. S. 
Army goods will cause further sensible costs. 
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I am much disappointed about the financial result of the America Transac- 
tion as shown in the memorandum, considering that the transaction had origi- 
nally been planned as an action of assistance to German Economy, and I believe 
you share this opinion of mine though fully recognizing the economic and social 
success of that gigantic undertaking. I should therefore appreciate if you 
would give the contents of the memorandum your kind consideration and let 
me have your view on the further way of dealing with the questions raised 
therein. 

Yours very truly, 
(Signed) Dr. Lupwic Er#arp. 


Exutnir 61B 
STAATLICHE ERFASSUNGSGESELLSCHAFT FUR OFFENTLICHES Gut M. B. TH. (STEG) 
MAIN ADMINISTRATION 
(Munich, February 28th, 1951) 
MEMORANDUM OF THE ECONOMICAL AND FINANCIAL RESULT OF THE “AMERICA 
TRANSACTION” HANDLED By STEG on BEUMALF OF THE GERMAN FEDERAL 


MINISTRY OF ECONOMICS 
I. PREFACE 


It is the aim of this memorandum to show the effects of the agreements on the 
three US Programs (Bulk-Deal, SIM, and QR Program) and to permit a survey 
on their history to both contracting parties—the presentation of this document 
being the duty of STEG as trustee towards its mandator (now German Federal 
Ministry of Economics). An appropriate critical examination of the “America 
Transaction” with respect to its economical and financial effects is possible 
already at the present time, although STEG has not yet realized all US Surplus 
material. Neither will the final liquidation bring any major changes in the basic 
judgment and in the results as described below. For all three programs, espe- 
cially for the QR Program and the Bulk-Deal, further evidence is piled up in 
order to submit this material, if necessary, in due time, but the tendency of this 
memorandum will not be altered hereby ; on the contrary, the argumentutions as 
outlined below will be stressed. 

The legal basis and the final liquidation results of the three US Programs will 
subsequently be briefly described, and the problems of each of the three programs 
as well as of the entire transaction will be pointed out. A further analysis of 
these problems will be reserved to the partial reports attached to this memo- 
randum. The facts mentioned in this memorandum will be discussed there as 
precisely as possible, and extensive documentary evidence and conclusive de- 
tailed tigures will be submitted. 


II. LEGAL BASES AND FINANCIAL RESULTS OF THE THREE US PROGRAMS 


1. Legal Bases 

(a) The SIM Program.—tThe SIM Program has been established by discussions 
and correspondence in the period from 18-S—47 to 19-947 between VAW ( Ver- 
waltungsamt fiir Wirtschaft), Main Department Foreign Trade, and the repre- 
sentatives of BICO. There are notes and letters of the respective agencies which 
show that the German side was supposed to take over about 40,000 tons of cloth- 
ing and shoes. This US Army property was not located in Europe, but in depots 
in USA east of the Mississippi. The approximate sum of $60 million (deferred 
charge) and freight costs of $5 million, to be paid at once, were mentioned as the 
purchase price. 

(b) The QR Program (single releases).—Shortly after surrender (1945) there 
were transfers of US Army goods from US Army units to some German agencies. 
Mainly medical supplies and other goods indispensable to the public welfare were 
delivered. STEG was not commissioned before early in 1947; from this period 
on more consumer goods were furnished. This kind of transfer of US material 
to the German economy was not legalized before January 23, 1948, when the 
revaluation agreement between the Bizonal Economic Council and the Govern- 
ment of the USA, represented by Military Government was signed. Not included 
in this agreement are scrap, waste, and salvage, which were charged according to 
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the Army pricing of SOP 95; and also not included are the goods which were 
transferred on QR basis after the conclusion of the revaluation agreement. 

(c) The Bulk Deal.—A legal basis for the Bulk Deal existed from the begin- 
ning under the Bulk-Deal Agreement of 23-1-—48, and the so-called Memorandum 
of Understanding, and SOP 108. 

Subject to this contract was US Army material in depots of the US Occupation 
Zone in Germany (mainly Ordnance and Engineering Equipment) which at that 
time was not yet sold by OFLC to other purchasers. The Bulk-Deal Agreement 
is legally and financially knitted to the revaluation agreement. This fact has 
been pointed out also by the letter from BICO dtd. 16-12-47 to the president of 
the Economic Council : 

“If the Economic Council accepts the Bulk-Deal Agreement, the USA are 
prepared to revaluate at 21% all transfers of US material on QR basis up to this 
date.” 

The expectation that the revaluation agreement, which was believed to be 
favourable for the German side, would compensate possible disadvantages of the 
Bulk Deal proved to be unjustified by the later development. 


2. Financial Results 
A comparison of deferred charges, proceeds, and costs of the programs as per 
31-12-50 (balance January 1951) follows hereafter: 


(a) SIM Program.— 


Deferred charge, $63.56 million (computed on tonnage basis and imcluding freight 
costs). 
Proceeds, RM _ 6. 35 million. 
DM146. 59 RM/DM152. 94 million. 
Costs, RM 3.61 million. 
DM 60.51 RM/DM 64. 12 million. 


Net proceeds, RM/DM 838. 82 million. 
(b) QR Program (single releases) .— 


Deferred charge, $74.58 million (computed at 21% of the purchase price or at 
the appraisel value or at prices according to SOP 95). 
Proceeds, RM128. 53 million. 
DM 64.92 RM/DM193. 45 million. 
Costs, RM 15. 38 million. 
DM_ 8.07 RM/DM 23. 45 million. 








Net proceeds, (STEG) RM/DM170. 00 million. 
Proceeds collected by other agencies than STEG 
(RM2 million and DM0.7 million thereof 
estimated), RM 77. 08 million. 
DM 2.50 RM/DM 79. 58 million. 


Net proceeds, RM/DM 249. 58 million. 
(c) Butk-Deal.— 


Deferred charge, $66.73 million (computed at 21% of the purchase price). 
Proceeds, RM 1.74 million. 
DM160. 83 RM/DM162. 57 million. 





Costs RM 1.77 million. 

DM 83.60 RM/DM 85. 37 million. 

Net proceeds, RM/DM 77. 20. million. 
Present total net proceeds: 

RM 192. 94 million. 

DM 222. 66 million. 


RM/DM415. 60 million. 





Total deferred $ charge, $204.87 million. 
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An equivalent for the shipments to supply the DP’s under the QR Program is 
not included in record (0) since proceeds for this material can and could not be 
collected. The figures for costs as given under subparagraphs (a), (b), and (c) 
include the following amounts expended for taxes: 


Tax on revenue stamps: Other taxes: 
nl ht cee sa 59, 400. 00 tit nena care 1, 515, 460. 32 
a ee Te ee 27, 385, 494. 64 DM 6, 005, 397. 70 


(d) Projected Proceeds and Costs.—A separate planning for proceeds and costs 
is not provided for all of the three programs so that adequate figures can only 
be given for the entire “America Transaction.” The proceeds and costs to be 
expected for the material of the QR and SIM Program, however, are very negli- 
gible. It is estimated that proceeds of about DM30.92 million will be collected 
in the period from 1—1-51 until the liquidation is accomplished; an amount of 
about DM23.10 million is provided for the costs. The correctness of these planned 
figures will very much depend on the later discussed reacquisition action of the 
US Army, and presumably can be observed only if no further material will be 
taken back by the Army and if no other disturbance of the STEG liquidation will 
occur. 

8. The following parts of this memorandum show the specified reasons for the 
discrepancy between deferred charge and proceeds and the individual financial 
results thereof. 


lI. THE REASONS FOR THE UNFAVOURABLE RELATION BETWEEN DEFERRED CHARGES 
AND PROCEEDS 
1. The SIM Program 

(a) Considering the kind of material furnished the computation of the 
deferred charge on a tonage basis, unilaterally made by the American partner 
without further consultation in order to establish a definite purchasing price, 
is unusual and much too high (per ton QM goods, $1,680 plus $125 freight costs, 
and per ton medical goods, $1,089 plus $172.60 freight costs). 

(b) It was not possible to scrutinize this computation because of the insuf- 
ficient shipping documents; the German partner was forced to make up a costly 
supplementary calculation based upon individual weight of each item. 

(c) This examination of the shipped weight showed a missing amount of 
3478.42 NLT. 

(d) Only 33.7% clothing and 2.1% leather goods were delivered of the 
amount of textiles and shoes expected by the German side, according to former 
agreements. 

(e) Among the other shipped goods was a large amount of material that 
could hardly, or only at scrap prices, be sold in the German economy or could 
not be utilized at all. These goods total up to 12,677.17 NLT—this is 39.8% 
of the total shipment—being charged with about $22.6 million inclusive the 
proportionate freight costs. 

(7) The material was transferred by 132 shipments (the volume ranged from 
less than 1 NLT to ca. 1,700 NLT), instead of being profitably shipped by a few 
big cargoes, thus requiring much lower freight costs. 

(g) The shipments were made in irregular intervals, so that already for this 
reason the whole transaction and price calculation was disturbed. 

(h) Caused by the extended delivery time of 19 months, 23,500 tons of material 
(=60.22% of the total amount), being imported after the currency reform, 
arrived too late on the market; their sale was rendered very difficult by meeting 
the competition of German-produced civilian goods, distinguished by equal or 
even better quality. 

(i) The freight rate of $125 and $172.60 per ton is too high, according to com- 
mon usage of the shipping trade. 

(k) In consequence of special duties imposed by the Occupation Power con- 
siderable dyeing—and demilitarization—expenses were involved. 

(1) Clearing the freighters in Hamburg and Bremerhaven instead of in 
Bremen, unnecessary engagement of the Control Co. and other circumstances 
effected high costs. 

(m) The total liquidation costs of the SIM Program as pointed out under 
(b) and (f) to (1) were in comparison to the proceeds much too high. 











DISPOSITION OF WAR SURPLUS PROPERTY 593 


2. The QR Program (single releases) 

(a) Huge amounts are included in the deferred charge for deliveries to DP’s 
and civil internees STEG could not receive any equivalent for, and which in the 
German opinion should not have been debited at all. 

(b) The checking of the $ charge brought forth mistakes deriving from double 
charges for the same material, misprintings and calculation errors, missing quan- 
tities, wrong pricing, etc. 

(c) Due to special duties imposed by the Occupation Power dyeing and demili- 
tarization expenses occurred, which were economically—as conditioned by the 
rules of private business—not necessary. 

(d) The American partner so far did not substantiate almost 50 percent of the 
deferred charge by individual QR’s. 


8. The Bulk-Deal 

(a) A huge amount of material was transferred to STEG that under the provi- 
sion of the Bulk-Deal Agreement had not to be turned over, as, for instance, 
scrap, CEM, IPM, and war material. Though the American partner on request 
of STEG acknowledged with all consequences a big part of these errors later on, 
substantial corrections are still necessary. 

(b) The corrective action which became necessary by circumstances as 
described above was costly. 

(c) A comparison of the purchase price of $183.75 million, mentioned in the 
Bulk-Deal Agreement, for 714,000 tons of material, listed in the records of the 
BICO OMGSTEG Branch, with the final charge of $66.7 million for about 400,000 
tons of material makes it probable that material of better quality was removed 
in a considerable quantity before it was transferred to STEG. 

(d) The greatest part of the material could be utilized only with great difficulty 
in the German (peacetime) economy, as, for example, motor vehicles, Signal and 
some QM Equipment, ete. 

(e) The condition of the stocks was overwhelmingly medium to bad due to 
use and too long storage before the material was turned over. 

(f) The method of transfer was also in this case unusual and uneconomical 
for the German partner. 

(7) Site and installation of the deposits mostly did not permit an economically 
profitable liquidation due to their original military character. 

(h) The transferred material was very often not stored in a proper and suit- 
able manner. 

(i) High additional expenses were suffered for segregation, inventorying, dye- 
ing, demilitarization, and necessary destroying. 

(k) The whole transaction was started too late. 14 depots and 36 outship- 
ments of material from installations still remaining in possession of the US 
Army, totalling up to 370,000 tons—i. e., about 90 percent of the transferred total 
quantity—were not transferred before the currency reform. 

(1) Control Council Law 48 resp. AHC Law 24 had an unfavourable effect 
especially on the outcome of the Bulk Deal, since mainly former Army material 
was transferred. 

(m) The premature clearing of some depots, ordered by and released to the 
US Army, caused considerable extra expenses. 

(n) The “America Transaction,” particularly the Bulk Deal, is a liquidation 
deal which results in comparatively higher expenditure, as it is well known. 

(o) Under circumstances as described above the so-called Bulk price of 21 
percent of the original purchasing cost was much too high. 


4. The US reacquisition action has to be discussed here, since by this interference 
considerable costs and damages for the German side arose or will arise in future. 
The US reacquisition action began in October 1950, when by order of HICOG 
BMW blocked all US material, which at that time was in possession and custody 
of STEG, even when this material was already sold but not yet delivered. This 
blockage was limited by a list submitted by the US Army on 1-11-50, inas- 
much as in this list items and technical equipment were specified which definitely 
were to be taken back. As to the final settlement of this reacquisition action the 
following claims were put forward to compensate the disadvantages suffered by 
the German partner: 

(a) to grant the amount which once was charged to the German partner 
for the withdrawn material. 

(b) to compensate the proportional costs for handling and administration 
accrued to STEG for the withdrawn material during the interval it had 
been taken over by STEG and reacquisitioned by the US Army (estimated 
at 25 percent of the deferred $ charge converted into DM). 
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(c) to compensate the repair and rebuilt costs expended for the with- 
drawn material inclusive the purchase price of additional work material 
and proportional investments for repaired and rebuilt material. 

(d) to compensate the pecuniary damages suffered by the total freeze, 
seizure, and reacquisition. 

(aa) those costs which additionally will be effected by delay of the 
STEG liquidation (delay of the total liquidation is estimated for at 
least three months) ; 

(bb) the decrease of receipts for all stocks remaining with STEHG, 
disposal of which has been rendered more difficult by devaluation of 
the assortment of the stocks and by injuring the business reputation of 
STEG ; 

(cc) those additional costs accrued to STEG by the fact that by 
freeze and seizure the reapir and rebuilt program (of STEG) was partly 
hampered and investments could not be realized or amortized as pro- 
jected: 

(dd) all costs necessary to ward off customers’ suits for damages. 

5. Some categories of goods of the “America Transaction” resulted in satisfactory 
proceeds when compared to the deferred charge. However, their share is not 
important enough to influence the financial results decisively. Here may be 
mentioned : 

(a) subsistence items (3.84% of the total charge) ; 

(b)tobaeco and tobacco wares (0.56% of the total charge) ; 

(c) textiles (21.7% of the total charge). 

These kinds of goods differ from the rest of the material insofar as they have 

no or no outspoken military character, while this is the case with the released 
motor vehicles, signal equipment, ete. The favourable financial result in the 
sale of this material without any outspoken military character shows that the 
unsatisfactory proceeds for the other kind of goods are overwhelmingly due to 
circumstances deriving from their poor condition and those lacking qualities that 
make it fairly impossible to utilize this transferred material profitably in a 
peacetime economy; the German partner is not responsible for these facts and 
was not able to avoid them. 
6. Due to declarations of American top officials the German partner was led to 
believe that these transfers of US Surplus would not constitute any kind of 
business transaction on a purely commercial basis but was aimed to be a relief 
action for the German population. Mr. Whitehead, for instance, stated literally 
in his letter to General Clay, dtd, 21-10-49, that “The US Army Surplus material 
actually represents a gift of the American people to an economy in distress.” 
Subsequently prices were established by the German partner appropriate to the 
purchasing power of the consuming population ; consequently the net proceeds, 
especially for textiles, were not in complete accordance either with the tem- 
porary absorbing capacity of the German market for textiles (even for textiles 
of no peace standard), caused by shortage of consumer goods, or with the assort- 
ment and kind of the transferred material, both comparatively favourable 
under existing conditions. 

This German price policy, in the last consequences based on orders given by 
Mil. Government, was justified by later economical developments. It became 
apparent that the sales prices for textiles, as established shortly after the cur- 
rency reform by VfW together with the Trade-Unions and the Trade, were nearly 
on the same price level or were higher than the prices generally in effect since 
March 1949. Since March 1949 the STEG prices showed already the adjustment 
to the general price level which was stabilized in the meantime. These prices, 
formed on a free market, proved that demands for higher prices at an earlier date 
would have meant an exploitation of conjuncture caused by shortage of goods. 
Regarding public welfare this would have been undesirable. Furthermore in 
the I-Mark period only a comparatively small number of goods was bound to 
obligatory prices so that STEG could realize the main part of the material with 
adequate financial results according to the mandate received. 


IV. FINAL ACCOUNT 


1. The financial consequences resulting from the circumstances as discussed in 
the foregoing chapters of this memorandum will be enumerated in a concise form 
hereafter. It must, of course, be remembered that a great part of these facts 
cannot be expressed by figures or could be obtained only by incurring vast ex- 
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penses. As already mentioned in the preface, supplementary data can be 
expected, 

(a) Investigations of STEG proved that deferred charges amounting to $11.03 
million, for all three programs were unjustified according to agreements, $6.28 
million thereof for shortage of material in the SIM Program. (Not included in 
this sum are any amounts that were already granted for corrections. ) 

(b) The QR Program includes deliveries to DP’s and civil internees valued 
at $23.1 million. In the German opinion this charge is unjustified. 

(c) The deferred charge of $7.66 million must be the basis of settlement in 
reimbursing the amount the German side was debited for the withdrawn material. 

(d) The total sum as mentioned under subparagraphs (a) to (¢) is $41.79 
million. 

(¢) Special orders imposed by the Occupation Power, kind and condition of 
the transferred material, form and manner of transfer and storage, etc., caused 
exceedingly high expenses the German partner mainly was not responsible for. 
A portion of these extraordinary STEG expenses are recorded in the following. 
However, included in these figures are also expenses originating from reasons as 
rationing and distribution regulations issued and enforced by the Allied Military 
Government or German authorities by order of the former. 


(aa) lyeing costs (for ordered demilitarization of uniforms) : Million 
a ERS I IIE 8 Ee RO RTE Se oe RC ECR ee hal es OO 6, 102 
DM ; : boc a a cl a 2 Tig A nook . 7,029 
(bb) Transportation costs (mainly caused by distribution and necessary 
moving of material from one depot to the other) : 
eee tt sialic oe is Sol eee Sek, ERD 
ee ; daca ee sr: 
(ce) Maintenance and repair of buildings and facilities as well as repair 
and rebuilt of goods: 
OE Gt = =" =e chs baadiesin i cieetabe Leite’ 1, 324 
ENE ree eS eal ; : Ee sea. en ee ee oe 8, OSO 
(dd) Segregation costs: 
I recht inter OS oes ot i 5 i beth Sam hivuietwctindetee) Gee 
i As iia oie i pais... ee S| 
(ee) Costs for necessary corrective actions: DM__-.-----.---------~--- DO4 
(ff) Costs for clearing of depots by order of the U. S. Army: DM ‘< SOS 
Total: _- 
. == te rests crctaiamate ah iid etedages ED 
DM ae ee Z ae FT bd cto ee Sete 


(f) The following figures represent the estimated extent of damages and dis- 
advantages effected or to be expected by the US reacquisition action of Oc- 
tober 1950. These amounts might not only diminish but also increase since 
so far it is not yet possible to overlook the effects of this freeze; furthermore, it 
is extremely difficult to evaluate the consequences by giving precise and definite 
figures at the present time. 
Million DM 
(aa) Proportional handling and administration costs expended by STEG 

for the withdrawn material during the interval it had been taken 

over by STEG and reacquisitioned by the US Army, and those addi- 

tional costs accrued to STEG by the fact that by freeze and seizure 

the repair and rebuilt program (of STEG) was partly hampered 

and investments could not be realized or amortized as projected___ 8. 04 
($6) Repair and rebuilt costs expended for withdrawn material including 

the purchase price for additional material and the proportional 

investments for repaired and rebuilt material . aD 
(cc) Additional costs effected by delay of the STEG liquidation__- D. 
(dd) Expenses necessary to ward off suits for damages filed by customers_ 2. 00 


Total amount__.__.-- RE a cenGinmiaead a Oe 
(ee) The decrease of receipts for all stocks remaining in possession of 
STEG, disposal of which has been rendered more difficult by de- 
terioration of the assortment of the stocks and by injuring the 
business reputation of STEG____---------.. iis annaae 5.7 


(g) The proceeds for the US Surplus material transferred to STEG were to a 
high percentage unsatisfactory compared to the deferred $ charge due to its 
condition or its insufficient qualification for the German peacetime economy or 
for both reasons. To date great quantities of debited merchandise and kinds 
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of goods have been ascertained, their proceeds being in a misproportion to the 
charge for reasons indicated; it should be borne in mind, however, that the re- 
search was restricted only to cases of major importance. The deferred charge 
of the material in question amounts to— 
Million 
SIM Program (individual and other QM Equipment) 
QR Program (mainly spare parts and accessories for motor vehicles)___ $3. 02 
Bulk-Deal (individual and other QM Equipment, motor vehicles, and their 
spare parts, etc.) ies 


Against the deferred charge of $69.69 million STEG received only returns of 
RM/DMS85.64 million. 

(h) Considerable parts of the total deferred charge as submitted to the BdL 
are not specified. Amounts of $35.2 million in the QR Program, mainly repre- 
senting the deferred charge for deliveries to DP’s and civil internees, and of 
$4.97 million for freight costs under the SIM Program, are involved. Both charges 
have been communicated to the German side without sufficient information as 
to their computation. Nevertheless, it is evident that these amounts offer reasons 
for objections. The sum of $35.2 million includes charges for deliveries to DP’s 
after 1-7-1947 which should not have been debited, and according to common 
business usage the freight rate under the SIM Program has to be considered as 
being too high. 

(i) Enclosure 1 shows a record of the above-mentioned figures broken down 
into their components. 


2 These facts and figures, when summed up, prove that the unfavourable financial 
result of the “America Transaction” derives from conditions the German partner 
is not responsible for. 

Furthermore, the method applied to compute the deferred $ charge had to be 
inexact by its very nature. Without any doubt it is not possible to value an 
exceedingly great amount of individual items of a very different kind and cond:- 
tion in the bulk on a weight basis, or at a uniform percentage of the purchase 
price, though at that time this method was considered by the American side as 
being the only possibility of valuation, in order to save time and expenses. But 
the financial result of the “America Transaction” as pointed out herein shows 
that this procedure was not applicable in this case, and had to bring forth effects 
never expected by the German partner. It stands to reason that the production 
costs of the US material are inflated, too, since a production for military purposes 
under wartime conditions is concerned. 

The indicated deferred $ charge for the “America Transaction” is therefore no 
criterion for the real value of the material transferred. 


ENCLOSURE 1 


Review on Particulars of the Deferred $ Charge and Expenses of the “America 
Transaction” Balanced on 1-1-1951 


| @ (b) () | Total 
| 


Contested charges | 
| sIM QR Bulk | @-€) 


Unjustified charges according to meaning and wording of con- | | 
tractual agreements: | 
(a) For cause contested parts of charges (CEM, IPM, | $ million | % at $ or gf FJ —. 
missing quantities, etc.) 6. 28 ). 99 | 10 7 
(5) For wrong and too high pricing contested parts of | | 
charges (scrap, ee lac we essential parts and | | 
vice versa) - --- ‘i oonell er 30 3. 36 3. 66 


RM/DM RM DM R M'/D M R. M D. M 
Expenses the German partner was not or only partly respon- | million million million | million 
sible for: | | 
(a) Dyeing Costs . ; Kaine 4.64 6. 02 2. 47 | 13. 1 
(6) Transportation Costs NE 2.38 1.83 68 b. 
(c) Repair, Rebuilt, and Maintenance Costs F wadiate 2.10 1. 64 5. 66 | 
(d) Segregation W: ages and Installations ___- | 3. 69 4. 23 70 
(e) C yd Expended to Clear Depots by order of the Us 
Army 3 ; } 81 | 
(fp Costs re Corrective Actions ee “ . 50 
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ENCLOSURE 2 
Explanations of abbreviations and technical terms 


A; Hi, ©: Law Ne. 30..22..428% Allied High Commission, Law No. 24, concern- 
ing control of certain items, products, instal- 
lations, and equipment. 


Old proceeds_____._--__._-_-_-----. Proceeds from sale of US material that was 
transferred to other agencies than STEG. 
“America Transaction” _—_ ~~~ _. Agreement on delivery on US Surplus to the 


yerman economy concluded by the Economic 
Council and the Government of the United 
States and handled by STEG. 


ee ea Sra et mg Bank deutscher Liinder (German Federal 
Bank). 

| SE a __.... Bipartite Economie Control Group. 

ig Se Bipartite Control Office. 

RR A ee ES RE ne Gross Long Ton. 

a imaaae timate BER tee Captured Enemy Material. 

hs _....... International Control Corporation. 

BT echt is eeticnstires _....._.... Deutsche Waren-Treuhand A.-G. (Revision 


Company commissioned by Verwaltung fiir 
Wirtschaft to examine the SIM Program). 


|. & Ses __.. Headquarters European Command. 

Final Counting Report_._._____.. Report of Control Co. on piece basis invoiving 
one shipload of material. 

AN RR Ia eS ea el Gemeinsame Aussenhandelskasse, Predecessor 
of the Bank deutscher Liinder. 

GARIOA___________-__________. Government Aid for Recovery in Occupied 
Areas. 

| ete 2 ieteitiesietl General Motors Corporation. 

IR aR Se ge High Commission for Germany. 

8 RR EA RARER PR PS SR ah et Hauptverwaltung (Main Administration of 
STEG). 

Be ee re Indigenous Procured Material. 

Ee eC ae _.. International Refugee Organization. 

| EE SES Rea _.._.. Joint Export-Import Agency. 


Agreement on Corrective Action. Agreement reached with OMGSTEG on request 
of STEG concerning the correction of unjus- 
tified deferred dollar charges. 


EE ES aera Saas ares Long Ton. 

0 Ra Master Quantitative Receipt. 

| er A RE RS Saar EP: eee ees Net Long Ton. 

ae _...... Office of the Foreign Liquidation Commissioner. 

OMGSTRG............. ee we . Office of Military Government, STEG. 

i SO ai Ee Ps eS Property Control. 

ER RL ee Procurement Office Military Automotive Supply. 

| CRE ee Surplus Incentive Material. 

re I rh es . Standing Operating Procedure. 

., 2B Be ea Surplus Property Board. 

RES RE re eae eae United Nations Rehabilitation Reconstruction 
Agency. 

WOW edaicucn F Mba Bice aacitaataatte Verwaltung fiir Wirtschaft (Bizonal Economic 


Administration). 
2 SS eee eee eee Vehicle Park. 
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Exutisir 61C 
First APPENDIX TO THE MEMORANDUM ON THE ECONOMICAL AND FINANCIAL RESULT 


OF THE “AMERICA TRANSACTION” HANDLED BY STEG on BEHALF OF THE GERMAN 
FEDERAL MINISTRY OF ECONOMICS—THE SIM ProgkAm 


This account is mainly based upon an expert opinion of the Deutsche 
Warentreuhand AG concerning this program (the first figure in the text 
referring to the expert opinion of DWT indicates the number of the 
partial report concerned, the second one points to the text paragraph). 


I. CHARACTER AND FURTHER DESCRIPTION OF THE PROGRAM 


1. According to an offer of JEIA an agreement was reached on September 19, 
1947, between the former Verwaltungsamt fiir Wirtschaft (German Bizonal 
Administration Office for Economics) Main Division, Foreign and Interzonal 
Trade, in Minden, and the US/UK Bizonal Economic Control Group (BECG) on 
delivery of 40,000 tons of US Army Surplus, mainly textiles and shoes, valued 
about $60 million, from supply depots of the US Army in U.S. A. Considerably 
reduced prices compared to the purchase price were supposed to be established. 
Payment for the transferred material was to be deferred and only an amount 
of about 85 million for railroad freight in U. S. A., segregation, and packing of 
the material, and for the sea freight hud to be paid at once from the current 
JEIA Export-Import Funds. Because of the extreme shortage of wares in the 
Bizone the German partner agreed on condition that the export-import accounts 
would not be debited immediately. Furthermore the & charge debited tempo- 
rarily to an extra account should not be paid off before the claims deriving from 
imports of category A and B would be settled by export. (See enclosures 1, 2, 3.) 

2. In the course of the preliminaries the American partner requested that first 
of all these wares (finished textile goods and shoe wares, partly new, partly 
used) had to be allotted to miners (under miners’ incentive program) and to rail- 
road employees. The German partner agreed upon this condition, declaring that 
textiles and shoes at all events were very urgently needed and should be imported 
in any Case. 

From this it is clear that this “agreement” was intended by the American as 
well as by the German partners to be a “relief action” for the German working 
population in dire need. This is also characterized by the designation the Ameri 
cans have chosen for the program by calling it “SIM” (Surplus Incentive Ma- 
terial). The statement of JETA Bremen, dated 29-448, that these deliveries 
have to be regarded as category A imports and therefore are free of duty have 
an identical meaning. (See enclosure 4.) 

3. The before-mentioned agreements are lacking precise indications as to the 
kind and quantity of the material to be turned over, the establishment of a defi 
nite purchase price, the final settlement of transportation costs, and the other 
delivery conditions. (See DWT 1, t. p. 5.) 

4. STEG was commissioned late in August 1947 by the German VAW and by 
a letter of the American BICO, dated 17-11-1947, to handle the SIM Program, 
the task being limited also here to physical transfer and utilization of the ma 
terial. The first freighter, partly carrying SIM goods, was unloaded already 10 
days later, on 27-11-1947. 

5. STEG was suddenly confronted with a flood of wares without having the 
necessary time to make all preparations to handle and to place the material in 
such quantities, In the starting period of this program it was indispensable to 
improvise. 

21 trade companies in Bremen and the hinterland had to be employed as 
agents to handle, to segregate, and to ship the material. Not prior to 1-5-1948, 
after difficult negotiations, installations of the former “Weser Flug A.-G.” in 
Bremen-Lemwerder were released to STEG under the Bulk Deal. Now an own 
[sic] big sorting plant was installed capable to comply with any amount of in- 
coming material. 

6. According to the shipping documents of the American empioyed ships about 
38,900 gross long tons were sent to Germany under this program within a period 
of 19 months (beginning November 1947, ending May 1949). The surplus ma- 
terial was sent along with other material in 122 Army transporters or ships 
chartered by the Army. One shipment designated to support the Airlift Action 
Berlin was forwarded to Germany by airplane with considerable freight costs. 
The expanded delivery period resulted in great financial loss for the Gerinan 
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partner, because the sorting plant, Lemwerder, though very spacious, but there- 
fore also being very costly, could only temporarily be employed to its full ca- 
pacity, and because the material arriving after the currency reform came too 
late for sale on the market. Without any doubt STEG would have been in a 
position to take over larger quantities within short intervals; also in the period 
prior to 1-5-1948, when the Lemwerder plant was not yet available. A shipment 
of the entire material in few and fully loaded ships would have resulted, how- 
ever, in saving freight costs and general expenses in U. S. A. as well as in Ger- 
many. This manner of transfer was also originally planned by the American 
partner, as it was said. 

7. Since a part of the goods was unloaded in Hamburg instead of in Bremen 
high additional expenses to transport this material to Bremen-Lemwerder ac- 
crued to STEG. 

8. Due to the German rules on rationing, introduced in accordance with the 
Occupation Power, the goods segregated and handled in Lemwerder could not 
be shipped to the wholesale dealers designated by each of the Land Administra- 
tions before the orders for distribution were forwarded by Verwaltung fiir 
Wirtschaft. STEG was bound to these orders and, therefore, was not able 
to sell freely. 

9. STEG was not permitted to sell the material at the highest possible price, 
but was bound to the price regulations of VfW during the period up to the 
currency reform and 9 months thereafter. These price regulations that had 
also been requested by Miiltary Government were introduced to keep up the 
German price level. 

10. Only 63% of the total quantity delivered were textiles, leather, and rubber 
wares. All goods of the SIM Program were of various qualities, from prime 
condition to scrap. (See DWT 8, t. p. 2, and DWT 10, encl. A.) 

11. All goods had to be demilitarized by order of the American partner. A 
portion of the clothing had to be dyed. Considerable expenses and a great loss 
in quality of the dyed goods were suffered. 


Il. PROCEDURE OF TRANSFER AND COMPUTATION 


1. Procedure of Transfer 

(a) The entire SIM Program was subdivided by the US partner into 74 
partial programs of the QM Service and 5 partial programs of the Medical 
Service. Each partial program was given a number (QM gvods, 1-1 to 
1-0-3838 and 1-0-201 to 1-0-236; medical goods, 1-2-1 to 1-2-4 and 1-2-201). 
The volume of each program ranges from less than 1 LT to about 1,700 LT. 
Apparently surplus material of the service concerned that has been singled 
out from a certain depot was comprised under one number. In most cases the 
goods ef each separate program were not shipped together in one cargo, but 
in several cargoes; but it was also very often the case that one freighter con 
tained parts of different programs; however, a clear separation of the goods 
according to their programs was not made. 

Thongh the SIM numbers were in most cases marked on the bales, the mark 
ings were sometimes illegible or even missing completely. From this it is 
clear that it was not possible to keep the various programs and cargoes sepa- 
rated when the ships were unloaded in Germany. The result was that it 
became very difficult or even impossible to classify the material according to 
their original program as it was necessary in order to check the final debit 
notes later on. This was especially the case with those coods unloaded until 
the middle of April 1948 that had been transferred to 21 various sorting plants 
(See DWT, t. p. 1.) 

(b) The U.S. Army made up for each separate SIM program a detailed item 
list, the so-called “Advance Informat'on.” The estimated total weight of the 
provram in NLT and the estimated proportional freight and handling costs in 
Dollars (computed by multiplying the tonnage with the freight rate of S125 
per NLT of QM goods and $172.60 per NLT medical goods) are mentioned on the 
cover sheet concerned. Apparently this “Advance Information” represents a 
deli ery order to the Technical Service of the Army and the Chief of the Army 
Transportation Corps. How this weight was estimated, whether by actual 
weiching the material or by weights derived from experience or by catalog 
weig'ts, is not known to the German partner. STEG Bremen was in possession 
of these documents for all partial programs: however, part of these documents 
did not arrive before the first cargoes of the respective partial program were 
unloaded. Therefore, they were useless for planning a working schedule. In 
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some cases a discrepancy voucher was added to the original list, in which the 
missing quantities for some stock numbers had been entered, and the estimated 
total weight had been changed accordingly. It is not known whether all cor- 
rections have been submitted to STEG. The “Advance Informations” are the 
only available informations of the German partner regarding kind of material 
to be delivered and its quantity in pieces. They are based upon inventories of 
the depots which are up to 2 years old, as it was orally stated by American offi- 
cials. It has to be pointed out here that informations about the weight of each 
individual item are not available. (See DWT 4, t. p. 2.) 

(c) Apparently so-called “pink sheets” were issued by the respective depot for 
the material that had to be delivered from this depot and that was singled out 
according to the “Advance Information.” These “pink sheets” were forwarded 
to Germany together with the cargoes. Therefore, they represent the actual 
shipping documents. In these documents the numbers of bales, the total weight 
in lbs., including contents of bales, description of articles, stock number, and 
number of packages, are listed. If these documents would have been complete 
they would have given the German partner a possibility to compare them with 
the “Advance Informations.” It was intended by the American partner to for- 
ward the “pink sheets” to Germany in advance by air mail, to inform STEG as 
soon as possible about kind and quantity of the shipments to be expected. This 
measure was dropped, however, for unknown reasons, or was only executed in- 
completely so that in accordance with OMGSTEG Frankfurt and JEIA Bremen 
the plan to use these documents had to be given up. (See DWT 4, t. p. 2 (b).) 

(d) Upon arrival of the material at the American shipping port an “Army 
Ocean Manifest’ was issued for each ship by the Army Shipping Agency. The 
quantity of the loaded SIM material depending on the capacity of the freighters 
available was entered in this document. In many, but by far not in all, cases, 
the a/m “pink sheets” were attached to the “Ocean Manifest.’ The “Ocean 
Manifest” is made up by taking the number of shipped SIM bales and the actual 
total weight of this shipment as a basis. Sometimes the number of the SIM 
program is also given. Probably the weight as indicated in the “Ocean Mani- 
fest” originates from the corresponding “pink sheets,” though very often these 
two eights did not agree. It also could not be made conclusive use of the pos- 
sibility to compare the “pink sheets” with the “Army Ocean Manifests,” since, 
as already mentioned, the “pink sheets’ were not handed over to STEG in all 
cases, 

The documents submitted by the American partner permitted STEG only to 
accept without any criticism the gross weights as indicated in the “Ocean Mani- 
fests,” and the net weights as indicated in the “Advance Informations,” since 
same could not be checked by and were primarily of no interest to STEG for 
reasons described later on. (See DWT 4, t. p. 2 (¢).) 

(e) The physical transfer of the material was effected by the following méthod: 

According to general regulations for imports of goods to Germany, JEIA was 
also engaged in supervising the import of SIM goods. Upon arrival in a German 
port the freighter was received and unloaded in the presence of an employee of 
Control Co. representing JEIA, of a forwarding agent commissioned by STEG 
(later on an employee of STEG), and a broker acting under the mandate of the 
US Army or the shipping company concerned. The material was taken over 
by counting the unloaded bales, but not by weight, because weighing would have 
delayed the unloading job to a great extent. Damaged bales were weighed, and 
missing pieces and weights were checked against the “Ocean Manifests.” Ac- 
cording to these checks a receipt—an “Outturn Report”—was issued and signed 
by representatives of JEIA and STEG. In addition the representative of JEIA 
for his part forwarded to his consignor a “Report of Superintendence” with the 
same data, which was also signed by a representative of STEG. (See DWT 4, 
t. p. 3.) 

JEIA issued an “Outturn Report” based upon the data submitted, which then 
was forwarded to STEG and the Bank Deutscher Linder. This “Outturn Re- 
port” will be the basic document for the material transferred. In this “Out- 
turn Report” the number of bales and the weights as indicated in the “Army 
Ocean Manifest” are entered as well as the number of bales which had been 
actually received by giving also exact data about the number of missing and 
incomplete bales. An actual weight computed by JEIA eccording to the missing 
and defective bales and based upon the weight as indicated in the manifest was 
also entered in the “Outturn Report.” 

Since it is not known whether the requested weight was correctly established 
in all cases, it is also not sure whether the actual weight entered in the “Out- 
turns” was always correct. Since the German partner, as already said before, 
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did not weigh the deliveries—this was also not necessary from reasons as out- 
lined below—the weights as established in the “Outturn Reports” cannot be 
acknowledged to be a basis for a $ charge. It has to be pointed out that the rep- 
resentative of STEG when signing the “Outturn Report” acknowledged only 
receipt of the number of discharged bales. 

(f) The bales discharged and counted over the railing were unloaded in 
tenders and were primarily shipped, under control of a firm commissioned by 
STEG, to segregation firms, and, later on, to the sorting plant at Lemwerder. 
Upon arrival in the sorting plants the shipments were handed over to the Con- 
trol Co. acting under the mandate of Military Government, and a so-called final 
report wes made up on this account, that was signed by the Control Co. and the 
control firm commissioned by STEG to supervise the transport. Only the num- 
ber of bales was registered here. The goods then remained under control of the 
Control Co. until they were assorted and counted in the sorting plant. (See 
DWT 4. p. 3 (b).) 

(g) The bales were opened in the sorting plant under control of the Control 
Co, acting under the mandate of Military Government, the contents were counted 
and registered. The counted pieces were assorted in 4 condition classes accord- 
ing to their quality, and the finding was also registered. The result of counting 
und classification of the material was put down by the Control Co. in a “Final 
Counting Report” for each separate shipment. Now the final state of the trans- 
fer action was reached. (See enclosure 5 and DWT 4, t. p. 3 (d).) 

(h) Finally, at request of the American partner for each cargo, the so- 
called “Quantitative Receipt” was issued and signed by representatives of 
STEG, Bremen, and JEIA. (See enclosure 6.) The number of bales according 
to the “Outturn Report” and the number of bales according to the “Final Count- 
ing Report” was entered in this Q. R. Also put down was the total number of 
units (pieces, peters, and sometimes kilograms) as indicated in the “Final 
Counting Report.” A copy of the corresponding “Final Counting Report” was 
attached to the Q. R. JEIA signed with the postscript “For outturn figures only.” 
In the German opinion this document represents the only receipt voucher ac- 
knowledging rightfully receipt of the SIM goods. It has to be strongly pointed 
out, however, that the Q. R.’s signed by the German partner, notwithstanding 
the few entries of kilograms thereon, are of no significance for the total weight 
of the goods delivered under the SIM Program. 


2. Method of Computation | 

(a) It was already mentioned that further details were not fixed as how to 
establish the actual purchase price when the SIM agreements had been closed in 
September 1947. According to a conference on April 22, 1948, of representatives 
of OMGSTEG, JEIA, STEG, and VfW, and according to a corresponding order of 
BICO of the same date (see enclosure 7) STEG was led to believe, when building 
up its organization in Bremen, that the items that had been packed in the deliv- 
ered bales and had been counted in the German sorting plants—i. e., according 
to kind of material, number of pieces, pairs, kilograms, etc.—would form the 
basis of computation. It had further to be assumed that the condition of the 
material and its applicability for civil purposes would have been taken into con- 
sideration and that the US price catalogs would be the basis of pricing. Further- 
more, in the a/m letter of BICO the principles to be used in establishing the 
figures necessary for the final settlement under this scheme were recommended. 
Consequently Control Co. was employed in the proceeding of taking over and 
inventorying the material in the manner already described above. The counting 
reports issued by Control Co. were to be the basic documents for the Q. R.’s, to be 
signed by STEG, and the pricing was to be in “Dollars.” From this it can easily 
be seen that STEG had good reasons to believe that unit prices would be estab- 
lished. STEG, therefore, was acting quite right in building up its organization 
accordingly. This is also confirmed by a letter of BICO, dtd. 24-11-48, to the 
president of the Economic Council (see enclosure 8), which reads: 

“There will be no return to the originally proposed basis of determining the 
deferred charge for the SIM goods by item corrected to condition classification.” 

This unilateral alteration is lacking any foundation, much less an agreement 
was reached thereon. On the contrary, this information was the reply to the 
written request, dtd. 8-11-48 (see enclosure 10) to retain the present procedure. 
These original intentions of the American partner in handling the entire program 
had been the leading principle to STEG. It was not possible for STEG to change 
its operating organization destined to work on a piece basis to another form as 
long as the program Was in progress, because the liquidation had to be expedited 
and costs had to be saved. This would also have been absurd, because it would 
have been impossible to register the goods if delivered prior to the day the above- 
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mentioned change became effective. Thus the final result would only have beer 
piecework. 

(b) BICO notified STEG on August 18, 1948, about their unilateral decision 
(see enclosure 8) to charge all SIM goods to the Germany economy on a pure 
tonnage basis, while the entire organization of STEG Bremen due to the pre- 
viously mentioned operating procedure was established with regard to the com- 
putation of the material on a piece basis, and therefore ne incoming foods were 
weighed. 

The purchasing price, as indicated, reads: 

QM goods at $1,680 per ton. 

Medical goods at $1,089 per ton. 
At the same time price catalogs once submitted te STEG Bremen with a view 
to the original procedure were supposed to be returned and all operating proce- 
dures established with regard to later charges were to be eliminated at 
Lemwerder. 

(c) From reasons mentioned under paragraph (¢) STEG as a trustee could 
not comply with this request, all the more since Military Government did not re- 
scind its now superfluous and costly order to Control Co. to count the material 
by pieces. When STEG made objections to VfW against this unilateral action 
of BICO the Economic Council forwarded a letter to BICO, dtd. 5-11-48 (see en- 
closure 10), asking “to leave the procedure of transfer as it was agreed upon 
on April 22, 1948, due to which STEG in cooperation with Control Co. will take 
over all goods by item count, after having Classified them according to their 
condition, thus forming a basis for later charges.” 

(d) In the meantime BICO had furnished the Bank Deutscher Liinder by let- 
ter dtd. 19-10-1948 (see enclosure 11), a debit note for the first part of the SIM 
transfer. This letter made it apparent that the price per ton as established 
on August 18 was understood to be the price for gross tons, based on the freight 
warrants (the so-called “pink sheets” of the depots of origin in U. S. A. and the 
“Ocean Manifest.” The Economic Council protested in the a/m letter, dtd. 
3-11-48 (see enclosure 10), also against this debit note, because the price per 
ton in itself (plus $125 resp. $172.60 per ton for freight costs) seemed to be too 
high to the German partner, and because it now became obvious that these tons 
had even to be understood as gross tons. In this connection STEG pointed also 
to the exceedingly high share of packing material. 

(e) BICO refused to comply with the request of the Economic Council men- 
tioned under (c) and (d) by letter of 24-11-48 (see enclosure 8) and stated: 

“The Dollar/tonnage price established for the SIM goods is not based on 
utilization or Deutsche Mark sales value in the German economy, but on dispo- 
sition experience in the United States in selling similar types of goods in the 
American economy.” 

(f) BICO informed VfW by letter of 29-38-1949 (see enclosure 12) in reply to 
further protest notes that “the deferred charge for these SIM goods is determined 
from the actual net shipping weights at the time the goods left each depot in the 
United States.” 

This decision is once more confirmed by a letter of BICO, dtd. 4-5-1949, to VfW 
(see enclosure 13) which reads: 

“This will confirm to you that the deferred charges on the SIM program 
will be revaluaied on basis of net long tons instead of the previously established 
gross long tons.” 

(7g) BICO submitted then to Bank Deutscher Linder by letter of 10-649 (see 
enclosure 14) the until now definite debit note for the transferred goods of the 
SIM program, and annulled at the same time the first debit note of 19-10-1948. 
This debit note is now computed by net long tons at the rate of — 

$1,680 per NLT for Q. M. goods and 

$1,089 per NLT for medical goods. 
It was explained that the original charge was changed because the Department 
of the Army occasioned a deduction for all packing and crating materials not 
included in the normal unit procurement price. The tonnage amounts to 35,590.80 
NLT with a charge of $58,594,344.10. The total weight is given detailed for 
each partial program. The proportional freight costs of $4,967,657.51 have 
still to be added. 

(h) Vf€W protested in the letter, dtd. 7-7-1949 (see enclosure 15), against 
the contents of the letter, dtd. 29-3-19495 (mentioned under paragraph (f)) and 
objected therein to the debit note of 10-+-1949 insofar as they state that “it 
cannot be thought good commercial custom to pay on shippers official rail 
weichts whereas the German side does not know how after all this weight was 
computed,” 
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The reason for this opinion is given by the fact that the German partner is 
not in a position to check the actual net weight. This objection was rejected in 
the letter of BICO, dtd. 17-8-1949 (see enclosure 16), by stating that any re- 
quest to check this weight would have meant to reproach the US Army with 
negligence. 

(i) Comparing the shipped net weight debited to the German partner on 
10-6-1949 with the gross weight, as indicated in the freight warrants (“pink 
sheets”) and the “Army Ocean Manifests” brought forth that an average deduc- 
tion of 9% for tare had been made by the American partner in the debit note 
valid for the time being. 

The actual tare weight is, in the opinion of STEG. much higher than the 
deduction made by the American partner. The higher tare of some sorts of 
goods can be proved. Above all, in this connection the delivered subsistence 
goods have to be mentioned, where after weighing them a tare of 26.2% was 
discovered. (See DWT 2, t. p. 15.) 


Ill, DIFFERENCES AND MISSING QUANTITIES OF MATERIAL DISCOVERED AFTER THE 
TRANSFER HAD BEEN COMPLETED 


1. The obligations of STEG in its capacity as a trustee concerning the handling 
of business affairs requested careful and conscientious checking of the charged 
quantity of material. Such a control was not and could not be effected during 
the transfer action due to the procedure of transfer as described in section II 
and had, therefore, to be accomplished later in some way. Based on these con- 
siderations STEG received the order from VfW to find the net weight actually 
delivered under the SIM program in cooperation with and under control of 
the Deutsche Warentrenhand A. G. It was intended to compare this net weight 
with the charge. STEG complied with the difficult task as follows: 

2. For each sort of goods delivered under the SIM program the unit weight 
was determined. Principally the American catalog weight, if available, was used. 
In case the catalog weight could not be found, a number of the items concerned 
were weighed and the resulting average weight was used. Both methods were 
mainly practised to determine the weight of the so-called “key articles,” i. e. 
articles delivered in great quantities. The unit weight listed in the stock files 
of STEG was used for items transferred in smaller quantities. To the weights 
as listed for shipping purposes in the stock files of STEG a so-called precaution- 
ary extra weight was added so that they are rather too high than too low. Each 
unit weight wus only based on the weight of material of condition class A—i. e., 
new goods or goods having the value of new material—though the weight of ar- 
ticles of minor quality in many cases did not reach the weight of the material 
of condition class A. From the entire transferred material 38° were com- 
puted by catalog weights, 45% by actual average weight, 17% according to 
weights of the STHG stock files. (See DWTS, t. p. 18.) 

3. A further basis for the computation of net weights are so-called “Final 
Counting Reports” of Control Co. in which each single piece is listed. (See 
enclosure 5.) 

4. All line items in the “Final Counting Reports” were classified according 
to their sort, summed up, and multiplied by the determined weight by using 
International Booking Machines. The total weight of the different sorts com- 
puted in this way was summed up once more, so that the final sum reflects the net 
weight actually received. This very complicated computation system was scru- 
tinized to a great extent by the Deutsche Warentreuhand A. G. and was found 
correct. All records can be checked and are available, if requested. (See audit 
report of the Deutsche Warentreuhand A. G. about the activity of STEG Bremen 
with regard to the so-called SIM Program; partial report Nr. 8, dtd. 21-38-1950.) 

5. This toilsome but correct computation of the net weight leads to the fol- 
lowing result: 


American charge according to letter dtd. 10-6-49 : 35.390.80 NLT $58, 594, 334. 10 
Net weights determined by STEG: 31,912.58 NLT ___---_-_--- . 52, 751, 439. 63 
NS 6 8, Le ares S a 5, 842, S04. 47 


(From this sum are 3,476.98 NLT QM goods and 1.44 NLT medical goods.) 

To these $5.8 million the German partner was debited too high and should 
be credited again; the proportional freight costs. in the amount of $434,871.04 
have to be added that already for this reason the charge necessarily diminishes 
by $6,277,765.51. The actual tare is thereby also included in the before-mentioned 
computation of the net weight. (See DWT §, t. p. 2.) 
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6. To stress the facts as described under paragraph 5 a comparison of the 
item counts of each sort as indicated in the “Advance Information” with those 
of the “Final Counting Report” was provided. But a comparison in this form 
was unfortunately not possible because the statements in the “Advance Informa- 
tions” were not clear enough, Al!l units in the “Final Counting Report” were 
counted and compared instead without considering the different sorts. The 
result of this comparison was: 

350,631,314 units as indicated in the “Advance Information.” 
320,672,977 units as indicated in the “Final Counting Reports.” 
mean a difference of 29,958,337 units to the debit of the German partner. 

This result confirms that a considerable quantity of pieces was missing as 
already stated in paragraph 5. 


IV. CATEGORIES OF GOODS WITH THEIR CHARGES AND PROCEEDS 


1. STEG has computed average proceeds for some sorts of goods (key articles) 
and has determined all quantities of each sort transferred under the SIM Pro- 
gram as already described in chapter III. 

In this action the segregation results were taken into consideration accord- 
ing to the data of the “final Counting Reports” (computation of net weights). 
Besides the computation of the net weight the Deutsche Warentreuhand A. G. 
also scrutinized the correctness of the average proceeds found out by STEG and 
compared them with the charge imposed by the U. 8S. Government. The following 
method was pr actised : 

More than 3,000 different sorts of goods (exclusive of tobacco wares, subsist- 
ence items, fee matches) were delivered under the SIM Program. In these 
sorts of goods were included 392 different sorts with a weight of more than 10 
tons, and 238 different sorts with a weight of more than 20 tons, the so-called 
“key articles.” 127 of these “key articles’ were selected which seemed to be 
typical to characterize the entire program as exactly and completely as possible. 
Notwithstanding the fact that the proceeds of a few categories of goods de- 
livered in a quantity of less than 10 tons surpassed, thanks to their excellent 
quality, the proceeds of the rest of the material, these few categories were, 
according to statements of Deutsche Warentreuhand A. G., without any signifi- 
cance as to the total proceeds or the proceeds deriving from one class of goods, 
(See DWT 10, t. p. 12.) 

The following survey shows the proportion between the transferred quanti- 
ties according to the computation of net weight and the compared quantities 
for each kind of moet: 


Weight of goods 
for which average 
proceeds were 
computed 


uantity accord- 
ng to ‘Final 
Kind of goods icine, 12, Report” 
(computed net 
weight) | 


SS ae eet? Se es 





Textiles: Kilograms Ki ilograms 
Clothing. ca 10, 906, 447 6. 
Personal and other QM equipment. nikiatiait atid 2, 866, 101 
Goods by the meter__-_-_-- nipipakieitaieneadirdacmlasi 4, 602, 473 

Leather and rubber wares__-.-__-- bisGb eee adSece 5 2, 024, 830 

Wood, paperwares, brushes. --- 2, 085, 896 

Oil, grease, liquid fuel. - ‘ 2, 376, 647 

Paints and impregnating ‘material _- nce 1, 243, 026 

Soap, lotion, and cosmetics -- 1, 383, 957 | 

Goods made of sheet metal, cutlery, , household. i goods 1, 992, 089 1, 017, 251 

Tools, utensils, hardware, and vehicles_____- ee 1, 104, 087 380, 815 

Foodstuff - - i stale 3 Aa tae. 721, 412 | 721, 412 

a ee ee Gade cbele aad Maa weds tate 434, 227 434, 227 | 

Tobaccowares._-_.....-.-- 646, 741 ei 646, 741 


32, 387, 933. 21, 244, 788 | 








According to this survey average proceeds were determined for 65% of the 
delivered quantity, 76% of which could be proved by records of the bookkeeping 
office of STEG to Deutsche Warentreuhand A. G.; that is, about 50% of the trans- 
ferred goods. The unsold stocks on hand on 31-12-49, representing more than 
10% of the entire quantity of every sort, amounted to about 1,655,500 kilograms. 
By adding this quantity to the amount, the proceeds of which the bookkeeping 
office of STEG had determined, it is demonstrated that 57% of the weight of all 
transferred goods resp. about 89% of the weight of all “key articles” quoted for 
comparison could be proved according to their proceeds and their volume. In 
order to compute the average proceeds in the period before the currency reform 
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the file of the bookkeeping office of STEG was quoted, whilst after the currency 
reform until 31-12-49 the proceeds were determined by IBM system. Deutsche 
Warentreuhand A. G. had checked the vouchers for the whole period for correct- 
ness. (See DWT 10, t. p. 13/14.) 

2. In the following survey the average gross proceeds according to kinds of 
goods are compared with the average prices (charge). It is evident that the 
total average proceeds (gross) per kilogram of sold goods amount to RM/DM3.72 
against a charge for 1 kilogram of transferred QM goods in the amount of $1.7765 
and for 1 kg of medical goods in the amount of $1.2417, both inclusive the pro- 
portional freight cars; the costs for transfer, segregation, demilitarization and 
dyeing, storage, transportation, sales organization, and overheads are not in- 
cluded. The average proceeds for tobacco wares do not include the consumption 
tax amounting to DM31,482,087.20 which had to be paid over by STEG to the 
Finance Office. Only the proceeds for tobacco wares with an average price of 
DM25.06 per kilogram were higher than the charge, so that the total proceeds 
raised considerably. The average proceeds for clothing (gross) of DM6.26 per 
kilogram are only a bit higher than the charged price of $1.7765. The average 
proceeds for all other kinds of goods are by far under the charge. (See DWT 10, 
t. p. 4.) 

3. As it is known it was planned to deliver about 40,000 tons of clothing and 
shoe wares of Army property. According to the records only 12,931,277 kilo- 
grams of clothing and shoe wares—that is, a third part of the quantity offered— 
were actually transferred. Instead of the other two-thirds, 19,456,656 kilograms 
of various goods were delivered, which only to a small extent were representative 
for a relief program. Except for the tobacco wares, the average price of $1.75 
charged to the German partner seems to be extraordinarily high if the applica- 
bility of the material in the German economy is considered. (See DWT 10, 
t. p. 6.) 

The losses as indicated in the foregoing survey increased by expenses of STEG 
that had been necessary to handle the program. Only the proceeds for tobacco 
wares have already been shortened by about DM250,000 in this computation. 
This amount was the expenditure to have about 100 tons of mouldy tobacco 
otherwise unmarketable rehabilitated by other firms than STEG. 

There are various reasons for the sales losses. They will be described in 
chapter V. 



























































Quantity In | As 5. 
= ace.to Final) % Charge | per | Computed | Proceeds 
No. Kind of goods Counting | of in$! |Kilo-| proceeds | Per kilo- 
Report | total | gram gram 
| } 
siete i 
Kilograms 4 RM/DM |RM/DM 
1 | Textiles: 
gs | ERE ee eee 10, 906, 447 |_._.__|$19, 125, 988 '$1.75 | 68, 274,358 6. 26 
(0) entice and other Q. M. | 
pees aN Sgt 2, 866, 101 |_-___- 5,085,463 | 1.77 | 4,843,710 1.69 
(c) Gea y the meter, tents, tar- 
paulins, yarn, ropes. -..._.- 4, 602, 473 |------ 7, 853, 210 | 1.71 | 14,773, 938 3. 21 
| > ey | 
18, 375,021 | 56.7 | 32,064,611 | 1.74 | 87, 892, 006 4.70 
2 | Leather and rubber wares_-.--.-...--- 2,024,830 | 6.3 | 3,596,896 | 1.77 | 4,029,411 1.99 
Sum of 1 and 2__....- ..-| 20,399,851 | 63.0 | 35, 661,507 | 1.74 | 91,921,417 4.51 
3 | Wooden and paper wares, brushes_.._- 2,085,896 | 6.4 | 3,671,921 | 1.76) 1,564,422 1.75 
4 | Oil, grease, liquid fuel__._....._....--- 2,376,647 | 7.3) 4,047,240 | 1.70) 2,614,311 1.10 
5 | Paints and impregnating material __-__- 1, 243,026 | 3.9 | 2,208,212 | 1.77 248, 605 . 20 
6 | Soap, lotion, and cosmetics... ..._....- 1,383,957 | 4.3 | 2,458, 587 11.97 4, 899, 207 3. 54 
7 | Goods made of sheet metal, cutlery, } | 
| _and household goods- ----...-.------| 1,992,089 | 6.2 | 3,535,664 | 1.77 | 1,235,095 62 
Se. lk. RE ree 1,104,087 | 3.4 1, 959, 735 | 1.77 | 397, 471 . 36 
Jt 2 eal oniinean ans | 721,412 | 22] 1,281,580 | 1.77 637, 719 88 
SD | Matahes. .......--.2---danee-- ons 434,227 | 1.3 | 771,399 | 1.77 | 684, 893 1. 58 
O05 SIONS 5. conte dédigete even -} 646, 741 2.0} 1,148,928 | 1.77 | 16, 208, 689 | 25. 06 
' _———————— se — mon | om ee 
| ER PELE ES EE 2 ee oe Pe | 32, 387,933 |100.0 56, 744, 773 1.75 | 1120, 411, 829 | 3.72 
| Pies Wate GERAIS. 6 ccndss scion sasd ads tat 36, 640 |_.___. * * ( SNe ee : 
| 32, 424,573 |......| 56,809,863 | ___ = nM pc tide’,. 2 Seaton 
| Minus costs for sea freight... .......-. EE ere iva. Deo ee Ete ee earn 
ee ee ee ee nn tn cenneccnepeanwedeaupeeseacebesccuneer $52, 751, 439 
26nd un LR a ks Te bees chs Le occ ces RM/DM12, 411, 829 


Nortice.—The figures mentioned in columns 5 and 6 are computed on basis of the different charges for 
Q. M. and medical goods considering their respective delivered quantities. 
1 Incl. costs for sea freight. 
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Vv. THE TRANSFERRED MATERIAL, A CRITICAL EXAMINATION OF THEIR TECHNICAL AND 
ECONOMICAL QUALITIES, THEIR CONDITION, AND APPLICABILITY IN THE GERMAN 


PEACETIME ECONOMY 


1. Contrary to agreements, only about one-third of the entire quantity consists 
of clothing and shoes. The remaining two-thirds consist of PX goods, oil, grease 
and paints, household goods, tools, tobacco wares, subsistence goods, machines, 
ete. The goods were in a very different condition. It was, therefore, necessary 
to assort the material for sales purposes according to its conditions classification. 
This action, naturally, caused expenses. The material was classified as follows: 

Condition class A: New and unused goods and goods having the value of 
new material which could be marketed in their present condition. 

Condition class B: Used goods in good conditions, but having not the value 
of new material. 

Condition class ©: Much-used goods in no good condition that could be 
marketed in their present shape without further rehabilitation. 

Condition class scrap: All goods that could not be marketed in their 
present shape. (Scrap was once more assorted in 4 condition classes accord- 
ing to its condition and serviceability.) (See DWT 3, t. p. 7.) 

Class A was given qualification index 100; class B, qualification index 70; 
class C, qualification index, 40; and class scrap, qualification index 20. 

2. The goods of the SIM program belong to the following condition elasses: 


{1 LT=1,016.05 kg.) 


ES SLE Se ER Ge, Se CEES NE Se 19, 602, 027 kg 
Condition class B 5, 425, 357 kg 
Condition class C____.._---- 4, 930, 823 kg 
Condition class scrap 2, 429, 726 kg 


32, 387, 933 kg 
Plus lost and incomplete bales__._.._.._.._.------ 36, 640 kg 


32, 424, 573 kg=31,912.38 NLT 


For the entire program a qualification index of 79.8% has been computed. 

3. Particular qualitative defects. (See DWT 10, t. p. 20.) : 

A. The relatively biggest portion (33.7%) of the entire shipments consists of 
clothing. The average condition of these goods is expressed by the qualification 
index 67 (balanced average); that is, a bit less than used clothing in good 
condition. The normal size for clothing was mostly of a minor quality, while 
over and under sizes were nearly always in a good shape. This fact must not be 
forgotten when the average proceeds are citically examined, since the qualifica- 
tion index gives no indication as to the marketableness of clothing of over and 
under sizes. 

To form an opinion of the selling value of clothing the following must be 
said in general: 

(a) The selling value and the value for tear and wear of a great number 
of goods has been considerably decreased by demilitarization; i. e., by 
dyeing and discoloring of clothing. It is not possible to give an exact figure 
how far the quality decreased by demilitarization, but it may be estimated 
that the original value of the material in question was reduced by about 
50%. (See DWT 10, t. p. 20 (a).) 

(b) In utilizing the goods it is important to know that a great part of 
the finished products delivered were of under or over size and normal 
assortments could not be observed. This may derive from the fact that the 
finished products transferred to STEG come from liquidated clothing stores 
ofthe Army. (See DWT 10, t. p. 20 (b).) 

(c) Except of a part of oilskin trousers and twill caps all kinds of goods 
in question were marketable as long as there was no ready-made civilian 
clothing on the German market. Even when the clothing decreased in value 
by dyeing or over size this was up to this date of no major importance 
for the sale. But after the German manufacturers of ready-made clothing 
were able to bring serviceable and well-shaped civilian clothing on the 
market the STEG goods offered for sale became second-class goods in the 
retail trade. The only solution to regain a sales possibility for the stocks 
so far not sold was to reduce the prices. (See DWT 10, t. p. 20 (c).) 
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In this connection it must be borne in mind that only 39.78% (according to 
the “Ocean Manifests’) of all SIM goods were delivered before the currency 
reform. Deliveries accomplished during the last weeks before the currency 
reform which for technical reasons could be handed over to the customers only 
after the currency reform are not included herein. (Key date 1—(-48.) 

But also deliveries after the currency reform dragged into May 1949, so that 
no use could be made of the favorable selling period until late in fall 1948. 

B. 157 tons of so-called “Russian textiles.” The bales of this delivery are 
marked “Poles O. S. P. Polish Embassy, Kuibyshew, U. 8S. 8. R.” They appar- 
ently were intended to be an American gift to the U. 8S. 8. R. during the war. 
The bales consisted of civilian clothing of the worst quality, so that they could 
be sold only at scrap prices and brought only gross proceeds of DM400 per ton 
(with a charge of $1,680 plus $125 per ton). Some applications of STEG and 
VfW tothe US Army to take this material back failed. 

C. Subsistence goods due to storage in U. S. A. ete.: A great part of the 
goods was in an objectionable condition. “Surveyor Reports” classifying these 
goods as being of poor quality prove these facts. For instance, 17 tons of ground 
coffee having been stored in bags for 9 years (since 1949) are included in these 
subsistence goods. Some bags are marked “Pearl Harbour, 1940.” 

D. 169 tons of tobacco wares of a total delivery of 656 tons: The poor quality 
has been proved by “Surveyor Reports” of sworn-in experts. In this connection 
it has especially to be mentioned that spoiled tobacco wares are worthless 
(tobacco beetles, mould, etc.). 

E. Shoe wares with over and under size or patterns of very broad or very 
narrow form: The work shoes and rubber galoshes delivered in particularly 
great quantity had only a value of about 57 percent of their original value. 
50 percent of the leather and rubber goods were special shoes for exclusively 
military purpose. 

4. Except of goods of faulty quality mostly such goods were delivered that 
could be sold in the German economy with difficulty, or only at scrap prices, 
or even not at all. These are mainly military goods of no or limited serviceability 
to civilian use, or goods, though serviceable to civilian purposes, which were 
delivered in such quantities that they surpassed by far the capacity of the 
German market. The following goods are concerned: 


2,110 tons of military equipment, 1,022 of them being canvas bags, 658 tons 
of leggins, 430 tons of duffel bags. 
1, 231 tons of dubbing, oil tycol, compound rust-preventative medium, 
1,000 tons of goods manufactured from sheet metal, including 477 tons of 
water cans, 195 tons of meat cans, consisting of two parts, 110 tons of 
bread pans. (The charge for neither of these kinds of goods is in 
any way justified considering their condition.) 
909 tons of chemical mineral paints including 490 tons of waterproof stencil 
paint, 102 tons of black-out paint. 
851 tons of wooden bedsteads, metal and wire mattresses. 
488 tons of lighter fluid, antiseptic tablets and various chemical-phar- 
maceutical drugs. 
449 tons of bandaging material, plaster, and plaster bandages. 
440 tons of paper cups. 
22 tons of shaving cream, mouth, face and hair lotion. 
400 tons of rain clothing, partly sticking together. 
358 tons of writing paper (mostly imprinted “Air mail’). 
327 tons of hammers, hoes, spades, drills and handles, ete. 
222 tons of liquid petrolatum, petroleum, and solid aleohol. 
157 tons of civilian clothing (“Russian”). 
127 tons of razor blades one edge, forks, can openers, machetes, tooth- 
brush containers, and soap containers. 
123 tons of box openers (crowbars). 
99 tons of mirrors. ; 
18 tons of belts and flags (military equipment), etc. 


5. Goods not desired from the standpoint of the German economy, the so-called 
“Bowels,” mentioned in section 4, amounted to 10,285.88 NLT and 2,391.34 NLT 
of scrap have to be added. 

The total quantity of 12,677.17 NLT is 39.8% of the total delivery and was 
debited with $22.6 million including proportionate freight costs. Part of these 
goods has to be given away without receiving any equivalent, or has to be de- 
stroyed, because it is completely impossible to find a buyer for this material. 
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6. Beside the disadvantages and differences already mentioned above four 
requests for corrective actions have already been made in 1949. Of these requests 
one has been met with approval, two have been rejected, and one is still pending. 
The following requests have been rejected: 

A. In §4 of the a/m letter of BICO to VfW, dated 17—-8-1949, it was stated 
that the shipowner is responsible for losses on sea. With reference to this 
letter it was requested on 14-12-49 to credit $384,374.19 for 213.93 NLT lost 
in transit from U. S. A. to Germany. This request has been denied by letter 
dated 20—5-—50 and the following reasons were given: 

“The JEIA Claims Branch has reviewed your claim for shortages in SIM 
Shipments. They are of the opinion that, since thousands of commodities were 
involved in each shipment, the slight difference in manifested weights and off- 
loaded weights might have happened in weighing. Further, it is their belief 
that it is fruitless to lodge claim against the carriers, as losses claimed amount 
to approximately six-tenth percent of tonnage lifted, and that the claims are not 
valid under normal shipping regulations. In aceordance with the above, this 
claim is denied and the matter is considered closed. 

“(Signed) James C. CUNNINGHAM, 
“BICO, Consumer Goods.” 


B. According to the American demilitarization order all buttons had to be 
returned. The weight of these buttons was 16.6 long tons. A credit note of 
$30,004.52 was requested by STEG on 14-12-1949. This claim was denied by 
letter of US High Commissioner for Germany dated 11-450 with the following 
reason: 

“The Department of the Army has considered your request and does not 
concur in the granting of the credit of $30,004.52 to the deferred charge. When 
the SIM supplies were being shipped to Germany, it was realized by all con- 
cerned that, although the items were generally selected based on the VfW 
request list, there was a percentage of used items among those programmed 
which could not be economically eliminated. The buttons represent an item 
that is comparable to these losses, which the Department of the Army deems 
appropriate to be absorbed by the recipient in view of the equitable price charged 
for the SIM goods. 

“(Signed) JAMES C. CUNNINGHAM, 
“Consumer Goods.” 


7. The a/m request for corrective action which is still pending concerns use 
of subsistence goods of the SIM program in the action for feeding school 
children. The subsistence items placed at disposal of German school children 
had been delivered by the American partner without charge since 1-3-49. 
Before this date the foodstuff had to be paid for. According to a letter of 
BICO, dated 7-4-49, STEG had requested on 9-12-49 to credit $358,812.35 for 
subsistence goods under the SIM program that had been used to feed school 
children after 1-3-49. 197.27 NLT had been used in this action. The US 
Government informed HICOG on 9—6—50 that this amount could be credited only 
if the German partner was able to prove that an American agency had given 
order to use the subsistence goods of the SIM program to feed school children. 
In the meantime the German partner has proved his claim. A decision of 


HICOG is still pending. 
VI. REASONS FOR THE HIGH COSTS EXPENDED FOR THE SIM PROGRAM 


1. $4.9 million freight costs to be paid for handling and transportation in 
U. S. A. and for sea transport to Germany are an outstanding factor in con- 
nection with expenditures under the SIM program. The computation of this 
sum is based upon the rate of $125 per ton Q. M. goods and $172.60 per ton 
medical goods. STEG, and now also BWM, have tried to obtain a precise speci- 
fication of the freight costs from JEIA, because the before-mentioned rate for 
SIM shipments was considerably higher than usual as the German Federal 
Ministry of Economics stated in letter BWM I AG/305/50 to STEG, dtd. 27-4—50. 
This specification will be made in Washington and will be forwarded to BWM 
by JETIA, but can only be given in rough figures according to latest informa- 
tions of HICOG. Besides, investigations of STEG proved that shipment of the 
entire program in a few fully loaded ships, carrying only SIM goods, would 
have caused much less freight costs than a shipment by 132 partial deliveries 


as it had happened. 
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2. Furthermore, particularly high expenses were effected by— 

(a) Partial deliveries in quantities from 1 to 1,700 NLT shipped in irregu- 
lar intervals during 19 months, thus stopping business operations tempo- 
rarily and making it impossible for STEG to plan the transfer operations. 
(See II, 1 (a) to1 (c).) 

(b) The obligations of STEG in its capacity as a trustee to handle busi- 
ness affairs carefully and conscientiously (revisions, employing of control 
firms to supervise the goods and to make them ready for shipment). Em- 
ployment of a state-controlled trust company complied with the wish of the 
American partner, and was also necessary to wind up the business accu- 
rately. 

(c) By indiscriminate muddling of goods of different kind and quality. 

Examination and sorting of the goods in different condition classes was 
necessary to utilize the goods in the best possible way, to fulfill orders im- 
posed by the American partner, and to take into consideration the ration- 
ing regulations then effective in Germany. These operations were natu- 
rally expensive. RM/DM3,311,600 had alone to be expended to run 21 
sorting plants managed by trade, industry, and handicraft until 30-6-198. 

(d) Eleven of 132 partial shipments were discharged in Hamburg instead 
of in Bremen or Bremerhaven. By shipping these goods to the sorting 
plant at Lemwerder considerable extra costs were expended that could have 
been avoided if the ships would have been discharged in Bremen or Bremer- 
haven, or by other appropriate shipment. The additional costs amount to 
RM/DM 130,716.42 and are 165.49% higher than the normal expenses that 
would have occurred in Bremen or Bremerhaven. 

(e) The German partner had high expenses in employing Control Co. 
at request of the American partner, because Control Co, had to supervise the 
counting of bales at the railing and the counting of each individual item in 
the sorting plant. The costs to count each individual item in the sorting 
plant were expended completely in vain, since the American partner had 
established a price per ton. The corresponding order was also not taken 
back by the American partner after 1S—-8-1948 (see II, 2 (b))—as, after 
all, it could have been expected—so that Control Co. continued to count 
each individual item until the program was accomplished. 

(f) As already mentioned in chapter V, section 3, the American partner 
had imposed on STEG certain orders concerning handling the program. A 
part of clothing had to be dyed and a still bigger part had to be demilitar- 
ized by removing the buttons, badges of rank, and other insignia. The costs 
expended for this action amount to DM3,669,858.52 and RM899,287.94. 

(7) In order to compute the net weight exactly DM47,555 had to be 
expended. The investigation of the American debit note was made neces- 
sary by the appointment of STEG as trustee of VfW. It could have been 
avoided if the American partner would have maintained the originally con- 
certed method of computation of the charge. When the price per ton was 
notified in August 1948, it was for commercial, technical, and organiza- 
tion reasons not possible for STEG to change the procedure of transfer to 
a weight basis. 

(kh) High additional costs occurred by long storage of so-called “Bowels” 
(see chapter V, sections 4 and 5) that could not be sold up to this date 
and partly will also remain unsalable in the future, 

Besides, the circumstantial comments on STEG expenses for the Bulk-Deal 
program as mentioned in appendix 3 can also be quoted here. 


VII. VARIOUS ENCLOSURES 
(Enclosure 1) 


{Translation } 
Main Section D. 
e. o. 116/47. 
MINDEN, August 29, 1947. 
Memo for files. 
Subject: Transfer of US Army Goods. 
To discuss the transfer of US Army Surplus Mr. Barrows, American Chief of 
BECG, had invited to a meeting today— 
German participants were— 
Dr. Keiser, 
Dr. Staratzke, 
Herr Lefevre. 
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American participants were— 
Prof. Bode, 
Mr. Schumann, 
Mr. Conway. 

The point is that the US Military Government in Germany wishes to secure 
preference in rebuying US Army goods now placed to the disposal of the occupied 
areas. In order to prevent that other occupied areas as Austria, Italy, or Japan 
take the lead quickest decisions are necessary. 

Army goods of very different kinds are involved, mainly textiles and shoes— 
further details have not been available yet—amounting to about $60,000,000 
with a total weight of 15,000 tons, in connection with which prices compared to 
the purchase price had been considerably reduced. In the event that VAW 
will agree these stocks will be shipped from U. 8S. A. to Germany by 2 cargoes. 
Payment to be made only for freight costs within the U. S. A. and shipment from 
U. S. A. to Germany amounting to $1,822,000. This amount will be covered 
by our current export proceeds. 

Until further notice payments for the goods will not be made. A deferred 
account will be charged instead; i. e., payments for the import of foodstuff ac- 
cording to category A will have priority as Mr. Barrows announced. 

A principal agreement on the import was made by Dr. Keiser and Mr. Lefevre 
already now. Further, it was promised by the German party that the whole 
affair would be carried through as rapid as possible. Mr. Schumann was named 
special representative of the American party. Mr. Schumann will forward the 
bids in 2 copies to both Main Section Export Trade and Main Planning Section. 
Main Section Export Trade will inform Mr. Schumann about the attitude of 
VAW within 48 hours, if possible, but not later than within one week. 

The Planning Section has the opinion that both textiles and shoes are most 
urgently required and, therefore, in any event should be acquired. Mr. Barrows 
desired shoes and clothing to be distributed to mine workers and railroad 
workers on a preferential basis. Mr. Keiser agreed upon that. 

It would be advisable to deliver the goods to the Riistungsgesellschaft which 
has already the necessary experience in handling the material and would be able 
to start working without any further preparations. 

To lose no time I instructed Mr. Benz, Main Section D, to settle the matter 
personally and to make sure that all inquiries made by Mr. Schumann be answered 
within 48 hours, but not later than within one week. It would be the best to 
give all information directly from hand to hand. 

(Signed) Dr. von MALTZAN. 


(Enclosure 2) 
2326 
CONSUMER INDUSTRIES SECTION, 
BECG/Con. Inp. 370, 
10 September 1947. 
To: VAW, Main Department, Foreign Trade. 
(Attention: Dr. von Maltzan.) 

Subject: US Army Excess Clothing. 

1. This will confirm the announcement in a meeting held in Mr. Barrows’ 
Office on 29 August 1947 that shipment of excess US Army stocks are to be 
received as a deferred charge against the German Economy from the United 
States This shipment will consist of approximately 15,300 tons, primarily 
clothing and textiles, including shoes. As soon as we have detailed inventory 
information as to the stocks included in the shipment, we will advise you. 

2. The transport and handling charges for the shipment of these stocks will 
amount to approximately $1,882,800.00. These charges, as agreed in the meeting 
of 29 August, are to be paid from the current JEIA export-import funds. 

Will you please confirm by letter your approval for the expenditure of these 
transport charges to be paid from the current export-import funds? 

(Signed) J. L. SCHUMANN, 
Member (US), Consumer Industries Bipartite Economic Control Group. 

H. S. Sressrne, 

Member (British), For Chairman, Consumer Industries Bipartite Economie 
Control Group. 
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(Enclosure 3) 


{Translation ] 
19-9-1947 


3340-49 App. 115 
Mit der Wahrnehmung der Geschiifte der “Verwaltung fiir Wirtschaft” beauf- 

tragt: Hauptsbteilung Aussen- und Interbonenhandel, ID) 1V/2/4/34—2/1097 /47. 
To: Bipartite Economic Control Group, Consumer Industry Section, Minden 

Melitta Haus. 

Subject: Transfer of US Army Surplus Textiles. 
Ref.: Your letter of Sept. 10. 1947. 

I herewith acknowledge receipt of your above-mentioned letter and advise 
you that I am prepared to take over the goods offered with a total weight of 
15,700 tons (according to the correction made by word of mouth later on). At 
the same time I declare my willingness to accept additional 24,300 tons of textiles 
as provided at the meeting of Sept. 18, 1947. 

As to the equivalent I understand that the export-import accounts will not 
be debited immediately, and that foreign exchange now on a deferred account 
will not be transferred as long as their exists a debit balance subject to imports 
of category A and B. 

I agree to pay the shipping costs for the whole material in the total amount 
of $5,000,000 ($1.8 million plus $3.2 million) by foreign exchange placed to the 
disposal of the general import funds. 

I would be much obliged if you would give me detailed information at the 
earliest possible date on kind and quantity of the 40,000 tons of material. 

(Signed) Dr. von MALTZAN. 


(Enclosure 4) 


Joint Export-Import AGENCY, 
OFFICE OF COMPTROLLER, 
A. P. O. 757, U. 8. Army. 
Hochst, Frankfurt am Main, 29th April 1948. 


To: STEG, Bremen. 
(Attn.: Mr. Schmid.) 

Reference letter from Oberfinanzpriisident Hannover dated 26th April 1948 
this is to confirm to you that all excess supplies on SIM programs are category 
A imports, therefore exempting those imports from customs duties. 

(Signed) Evcenr M. CLAYBAUGH, 
Office of Comptroller. 


[Translation ] 

GEMEINSAME STEUER—UND ZOLLABTEILUNG DER LANDER NIEDERSACHSEN, NoRrpD- 
RHEIN-WESTFALEN U. SCHLESW.—HOLSTEIN UND DES FINANZSENATORS DER 
HANSESTADT 

HAMBURG 


Gem. Z. 2210—122/Z 2-21 
Hampure 36, 49-48. 

To: Staatl. Erfassungsges. fiir Sffentl. Gut mbH, Zweigstelle, Bremen, Bremen- 

Lemwerder. 
Subject: Imports of U. S. Surplus Material Free of Duty. 
Reference : Your letters, dtd. 3-5-1948 and 23-S-1948 

The customhouse authorities have been advised to treat all imports under the 
SIM program as imports of category A exempting them from customs duties and 
tax on turn-over. 


(Signed) SerinicK. 
[SEAL] Certified : (sgd.) signature. 
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(Enclosure 5) 


(STEG), Bremen- 


S/S “Warrior” II 





| 
| 
| } 


J 


Stock Nr.;| Commodity 


27B15610_| 
27B16505 
2714972 _- 
24744 


Buttons, OD. {\ 
| Buttons, white _|/ 
.| Cord Cotton 
_.| Paulins Can- | 
eat. 3.5 x 3.5 
27T 4972__ Thread C otton | 
& 500 yards. | 
“ . 6, 000 | 
dto. 12, 000 | 
yards. | 


2774972. . | 
277 4972... | 





| Pac x-| 


} 


Classification 





| 
| Incomplete | 
Packages 


Total 
Packages 


Sorting and Counting | 
‘ | 
Sound | 
Packages 


a lBic | Scrap| Total 


Pace pen | 
| ———s 

|5, 000 15,000 |__.. 
Bm Lo [ee 


| Pack-| 


|Pieces' ‘ayes oe 


ages | 


4| 


10 (5, 695 | 
I 





Received Counting 


Pieces 


| Packages | 


| Packages | Pieces 





Sound Packages . 
Incomplete Packages_- 


Total Packages 


QUANTITATIVE Recerpts (IMPpoRTS)—JOINT Export/IMPport AGENCY 


Vendor: C. C. G. (BE) 
Receipt Voucher No. : 
Address: Hamburg. 
Date: 16th February 1949. 
Port of Discharge: 
Category “A” 
Date of arrival: 
Consignee: Staatl. 


2nd Nov. 48. 


Erfassungsgasellsch. fiir 6ffentl. 


10 | 5, 695 


5, 695 





(Enclosure 6) 
(US/UK) 


Hbg. 2738 E. 


Hamburg. 


Gut m. b. H. (STEG), 


Zweigstelle Bremen, Mg gos 


Method of Transport: 8. 
Program No.: SIM. 


Commodity 


According to outturn 


28,533 pkgs 
15 pkgs 


Sound: 
Overlanded 


Broken and not full: 228 pkgs 


Empty: 17 pkgs 


28,793 pkgs 


. Mahronda. 





] 
Number of packs | Number of pieces 


| Counting in sorting 
| plant 
| 

| 28,504 pkgs 10,126,744 pieces. 

| ‘ 15,447.25 m. 
232,703.6 kg. 

| 28,496.2 qm. 

| 39,0114 pieces. 
23.8 kg. 


10, 165,7 55 % pie Ces, 
| 15,447.25 m. 

232,727.4 kg. 

28,496.2 qm. 
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Condition: As stated above. 
Final Counting Report of the Control Co. Bremen, showing result of sorting 
and counting of the whole quantity received, is attached. 
Signed, not responsible for content of cases, 15th September : 
SraatL. Err. Ges. 
vr. Orrenti.. Gut M. B. H. 
(Signed} GIESEKEN. 
(Signed) ROEMERMANN. 
Approved: JEIA. 
(Enclosure 7) 


BiparRTITE CONTROL OFFICE, 
22 April 1948. 
To: Staatl. Erfassungsgesellschaft fiir 6ffentl. Gut mbH. Frankfurt/M, Neck- 
arstrasse 3. 
Subject: SIM Program. 

1. Certain instructions have already been issued on Procedure for SIM Pro- 
gram. It is now considered that the time is ripe to finalize this procedure by 
alteration and amplification where necessary from the practical experience 
already gained. 

2. Whereas it has been agreed to use the Supply Manifest (US pink Requisi- 
tion Forms) as quantitative receipts, this idea will have to be dropped as it has 
been proved the receipt of these forms from America in time for this purpose 
cannot be relied upon. 

% The following procedure is, therefore, recommended : 

(a) When the cargo is unloaded in the German port to the light ships, only the 
Army Ocean Manifest is checked and signed by Control Co. and STEG for the 
purpose of stating any bales, boxes, or barrels missing. Damaged bales will be 
segregated from sound ones and will be given immediate count by Control Co./ 
STEG.. Count of these broken bales will be effected on barge on completion of 
which STEG becomes responsible. In the case of good bales on count over rail, 
STEG becomes responsible. 

(b) This cargo is taken straight to Lemwerder Depot, where it is again 
checked as to number of packing units. Losses from shipside to Lemwerder 
Depot are losses to the German Economy. Control Co. will report the Ocean 
Manifest check to JEIA, Bremen. 

(c) At Lemwerder sorting plant STEG opens the packages with Control Co. 
representatives, counts individual items, and makes condition classification. 
These line item inventories with condition classification are the basis for equiva- 
lent QR’s to be prepared by JEIA. 

(d) These inventories for each separate SIM shipment received will be priced 
in Dollars for deferred charge against the German Economy by STEG, Bremen, 
with the aid of U. S. Supply Catalogues and factors for ascertaining Category 
A, B, C, and scrap charges. JEIA will have representatives spot checking this 
price. JEIA will provide assistance for a period in use of Supply Catalogues. 

(e) Priced inventories will be prepared for all past SIM shipments from these 
Control Co./STEG records in numerical order and will be forwarded to 
OMGSTEG, who will supply JEIA with total deferred charge to date and sub- 
sequently monthly. 

(f) STEG, Bremen, will forward unpriced inventories to the Functional De- 
partment, U. S. Excess Goods, VfW, promptly and request the distribution in- 
structions, At the same time STEG, Bremen, fixes consumer prices in RM’s 
by official appraisers which are submitted to VfW for approval. 

(7) Supply manifests (US Pink Requisition Forms) which are air-mailed from 
the U. 8S. to OMGSTEG will be forwarded immediately to STEG, Bremen, who 
will use them as a check against the inventories already made by Control Co. 
and STEG, Bremen. The exact line item inventory taken will be entered by 
STEG on the Supply Manifests and one copy forwarded to OMGSTEG promptly. 

(hk) This procedure will become effective with the take over of Lemwerder 
Depot by STEG. 

(Signed) James C. CUNNINGHAM, 
Chief, OMGSTEG Branch. 


ALLIANZ BUILDING, Room 211. 
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(Enclosure 8) 

{Copy—Excerpt] 
Economic Council Material 1948 (116) Confidential 

INFORMATION OF MILITARY GOVERNMENT 
BrearTITe CONTROL OFFICE 
24-11-1948 BICO/Sec. (48) 708 
To: The President of the Bizonal Council of Economics, Frankfurt/Main. 
Subject: U.S. Surplus Property Sales. 
oe - * * x _ ma 


(a) You have indicated being advised that the deferred charge for the Surplus 
Incentive Materials goods would be on a Dollar/tonnage basis, which would in- 
clude all packing and shipping materials which had been considered by the De- 
partment of the Army in determining the Dollar price. There will be no return 
to the originally proposed basis of determining the deferred charge for the SIM 
goods by item corrected to condition classification. 

(b) The Dollar/tonnage price established for the SIM goods is not based on 
utilization or Deutsche Mark sales value in the German economy, but on dis- 
position experience in the United States in selling similar types of goods in the 
American economy. What you do with these goods is your responsibility, and if 
used for social reasons, the reduced Deutsche Mark sales return does not call 
for any reconsideration of the deferred Dollar charge. In our opinion, the pur- 
pose and intent of the SIM Program is clear in that these goods were transferred 
to the German economy on a deferred-charge basis at fair prices, consistent with 
the potential cash sales value of these materials in the United States and coun- 
tries other than Germany. 

* . a * * * * 


(Signed) L. C. M. Nasu, Col., 
UK Secretary. 
(Signed) F. Linpe, 
US Secretary. 
(Enclosure 9) 
{ Retranslated, because original not on hand] 


BIPARTITE CONTROL OFFICE, 
Commerce & Industry Group, 
APO 757, USA HQ. 488 COG BAOR 21, 18-8-1948. 
To: Bipartite Liaison Division, Office of Military Government for Bremen, 
APO 751, US Army 
(Attention: Mr. John Snyder, OMGSTEG-Officer.) 
Info: STEG, Main Administration Frankfurt 28, Feldbergstr., STEG Branch 
Office Bremen-Lemwerder, Umscblaghafen. 
Subject: New Price Procedure for SIM Goods. 

1. This is to inform you that an agreement was made with Washington that 

all SIM goods will be charged to the German economy on a tonnage basis at— 
$1.680 per ton Q.M. goods. 
$1.089 per ton medical goods. 

2. Any operating procedure assigned to establish the deferred charge should, 
therefore, be eliminated at Lemwerder, since there is no reason any more to 
determine §$ prices for SIM goods on a condition classification. Therefore, the 
US price catalogs forwarded to Bremen are there not necessary any more. For 
this reason they will be returned to OMGSTEG Frankfurt. The Main Adminis- 
tration in Frankfurt will keep a set of price catalogs, also for use of Branch 
Office Bremen, to determine the prices for special items that can only be found 
by price catalogs. Such cases, however, will be rare, and a set of catalogs for 
Branch Office Bremen is not required. 

(Signed) JAMES C. CUNNINGHAM, 
Chief BICO. 
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(Enclosure 10) 
{ Translation—Excerpt] 


WIRTSCHAFTSRAT DES VEREINIGTEN WIRTSCHAFTSGEBIETES, 
Franfurt/M, 3-11-48. 
To: Bipartite Control Office, Commerce & Industry Group, Frankfurt/Main. 
Subject: U. S. Surplus Property Sales. 
Ref.: Your letters of 17—-S-48 and 27-5-4s. 

I. In order to be in a position to classify the material as to its condition and 
to charge it thereafter as to its line items a decision was reached between 
OMGSTRG and STEG as indicated in the letter from OMGSTHG to STEG dated 
224-48 that to compute the SIM goods exact inventories had to be made for 
each shipment by help of U. S. catalogs and in cooperation between Control Co. 
and STEG. The inventories specified according to the condition of the line 
items were supposed to form the basis for the QR’s. According to this agreement 
we have been acting up to this date. 

While the letter from OMGSTEG to Bipartite Liaison Division in Bremen 
dated 18-S-48 speaks only of charges in tonnage, the charge for Surplus Incenta- 
tive Materials goods should be on a net-long-ton basis according to the letter 
from OMGSTEG to STEG dated 17-8-48. In a letter of the VfW representative 
to STEG dated 3-948, in which we asked for an interpretation of your letter 
dated 17-S8-48 it was pointed out in detail that an exact figure of the net weight 
could not be given, since according to the shipping documents figures of gross 
register tons were available only. Besides, due to the various manner of pack- 
ing it would be impossible to judge whether or not prices are acceptable if the 
items have been transferred on a weight basis. Until now we did not receive an 
answer to this letter. 

The VfW, however, received a copy of the letter dated 19-10-48 that was for- 

varded from OMGSTEG to Bank Deutscher Liinder to their information. In 
this letter the Bank Deutscher Linder is debited with a total amount of 
$45,151,900.20 for all shipments that had been made under the provisions of the 
SIM program within the peried from July 1947 to July 1948. 

At the same time the Bank Deutscher Liinder was notified that the mentioned 
prices of $1,680 for Army equipment and of $1,089 for medical items would refer 
to the weight in long tons which had been actually shipped. This tonnage in- 
cludes packing and crating. These prices, therefore, have to be regarded as gross 
long ton prices. 

At the sales prices that could possibly be obtained under present German mar- 
ket conditions, and taking the variety of the items into consideration, even as 
far as highly qualified textiles are concerned, any computation of prices by 
weight at prices as mentioned above with an additional charge for freight of 
$125 per ton can cause only considerable losses in the budget of the Bizonal Eco- 
nomics. A basic change of the procedure would not be to the purpose and partly 
even not practicable any more, since about 29,000 tons of SIM goods have already 
been transferred on the basis that each line item had to be charged and classified 
according to its condition. It would be also contrary to the German idea on good 
management to charge the various groups of items, such as textiles, camp beds, 
lighter fluid, household goods, shoes, etc., with the same tonnage price. 

The American Committee of the Economic Council, therefore, deems it nec- 
essary to state that according to recent experiences all prices under the SIM 
program seem to be much too high. Contrary to this statement, Mr. Barrows 
at the meeting held on 29-S-47 which formed the basis for the SIM agreement 
had pointed out that “considerably reduced prices compared to the purchase price 
would be quoted.” «Mr. Whitehead in his report to General Clay, Part. 2, Sec. 6. 
dated 22-747, had even expressed that “the US Surplus material would prac- 
tically represent a gift of the American nation to the German economy being in 
need.” In reply to questions I had asked General Adcock before the Bulk-Deal 
agreement was made, he also confirmed, as indicated in his letter of 22—1—4s, 
paragraph 6, the main reason for selling the Army Surplus property would pri- 
marily be to help the German economy. The a/m prices, therefore, being much 
too high, do not comply with the purpose of agreements characterized as a 
“relief action” to the German economy. 

For these reasons I ask you to leave the procedure of transfer as it was agreed 
upon on April 22, 1948. Due to this procedure of transfer, STEG, in cooperaiion 
with Control Co., will take over all goods by item count, after having classified 
them according to their condition, thus forming a basis for later charges. With 
respect to the statements of Mr. Barrows and Mr. Whitehead I further request 
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that, after completion of the whole program, VfW and STEG would be given a 
possibility to fix by agreement adequate prices for the SIM goods in compliance 
to their condition and suitability. 

- * * * ae . * 


(Signed) DAHRENDORF. 
(Enclosure 11) 


BIPARTITE CONTROL OFFICE, 
CoMMERCE & INDUSTRY GROUP, 
APO 757, U.S. Army, 19 October 1948. 
Subject: Deferred Charges for U. S. Surplus Materials Under the SIM Program. 
To: Bank Deutscher Laender, Frankfurt/M, Germany, 4-7, Taunusanlage. 
(Attn.: Herrn Markert.) 
Info.: Director, Bizonal Economics Department, Hoechst/M, IG Farben Build- 
ing. 
(Attn.: Prof. Dr. Ludwig Erhard.) 
Bizonal Economics Department, Sonderbeauftragter STEG, Hoechst/M, 
IG Farben Building, AL 25. 
(Attn.: Herrn Gerhard Wolff.) 
Hessiches Staatsministerium Der Minister fiir Wirtschaft und Ver- 
kehr. 
Wiesbaden, 8 Frankfurter Strasse. 
(Attn.: Ministerialdirektor Dr. Kurt F. Magnus.) 
Staatl. Erfassgs. Ges. f. offentl Gut mbH. (STEG), Frankfurt/M, 
28 Feldergstrasse. 
(Attn.: Dr. Andreas Dammang, Direktor Main Dep. III.) 
Staatl. Erf. Ges. f. dffentl Gut mbH. (STEG), Frankfurt/M, 28 Held- 
bergstrasse. 
(Attn.: Dr. Franz August Schmitt, Direktor Main Dep.) 
Joint Export-Import Agency, APO 757, US Army. 
(Attn.: Mr. Moore C. McIntosh, Comptroller, U. 8.) 

1. Attached as Inclosure “A” is the deferred charges against the German 
economy under the SIM programs for those programs that had been completed 
to date and on which approved final shipping weights have been furnished this 
office by the Department of the Army, Washington, D. C. Confirming previous 
information furnished, you will note that the Medical Corps supplies are priced 
at $1,089 per long ton, and the Quartermaster Corps items at $1,680 per long 
ton. Further, that these prices apply to actual long tons shipped representing 
both the rail freight warrants at the depot of origin in the zone of interior and 
the ocean manifests. These tonnages include all packing and crating mate- 
rials. The Department of the Army have advised that no deduction for pack- 
ing and crating materials is authorized, since the dollar value per long ton 
includes full consideration of the weight of these materials. 

2. This program is not complete and, in fact, SIM 1-0-2007 thru 1-0-225 have 
been shipped, but certification as to actual tonnage has not yet been received from 
the Department of the Army. In addition to the above, we expect a further 4,000 
to 5,000 tons to be shipped during the next 90 days to conclude this program 
within the $5,000,000 trust fund established from JEIA category B funds cover- 
ing labor, packing, crating, rail, and ocean freight to Bremen. You will be 
advised promptly of the additional deferred charges under this program when 
certification of correct tonnage shipped is obtained from the Department of the 
Army. 

3. Confirming our discussions in the past, it is suggested that you confer with 
Dr. Schmitt, Director, Main Department I, STEG general office, Frankfurt, to 
clearly establish the collateral offset account in Reichsmark and Deutschetfark 
against each of the individual SIM programs, or, at least, against the total. 
It is our understanding that you have received and will continue to receive com- 
plete quantitative receipts and outturn reports from the Control Co. through 
JEIA covering each boat containing SIM goods arriving at Bremen. 

(Signed) James C. CUNNINGHAM, 
Chief, OMGSTEG Branch. 
FRANKFuRT 8716. 
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Deferred charges against future German exports—US surplus goods transferred 
economy from the zone of interior under the SIM-program 


to the German 


PART I. MEDICAL SUPPLIES, $1,089/LONG TON 





| 
SIM No. | 


| 


Shipping 
Date 


| 
| Long Tons 


Deferred 
Charge 








15 Dee 47 | 








1-2-1 S ieb-a slith cuaiiosmcdddnis ined ecleneeth oveatanaettbnhinetee | 133.3 $181, 100.70 
1-2-2 .| 29 Dee 47 | 164.0 178, 596. 00 
1-2-3 7 aa 4 Feb 48 | 785.0 | 854, 865. 00 
1-2-4 .--| 3Jun 48 586. 5 638, 698. 50 
| 4,701.8 1, 853, 260. 20 

PART Il. QUARTERMASTER SUPPLIES, $1,680/LONG TON 
1-1 Pearse; UU UL 241.7 $406, 056. 00 
DAE, op cdenbtcqshbestedcaeedbnee “a , ...-| 18 Sept 47 350. 0 588, 000. 00 
1-0-3_- ‘ Pa : ‘ ...-| 14QOct 47 66. 7 1, 624, 056. 00 
1-0-4 : _| 15 Oct 47 1, 539.5 2, 586, 360. 00 
1-0-5 Bes 7 Nov 47 455.9 765, 912. 00 
1-0-6 | 21 Nov 47 1, 351.8 2, 271, 024. 00 
SS ae eters. 2 ate as .| 26 Nov 47 | 167.9 282, 072. 00 
1-0-8 eenein See Wrest gee See | 26 Dee 47 145.9 245, 112. 00 
SN eS ee Ee. dddud boots ddecdnipdanapesckbapbusce | 8 Dee 47 27.7 | 46, 536. 00 
1-0-10 | 26 Dee 47 921.2 1, 547, 626. 00 
1-11 ae | 14Jan 48 251.1 421, 848. 00 
1-0-12 . .-| 0Jan 48 | 999. 6 1, 679, 328. 00 
1-0-13 27 Feb 48 753. 7 1, 266, 216. 00 
1-14. éo oe we 29 Jan 48 46.3 77, 784. 00 
1-0-15_- ae ..| 30Jan 48 | 298.9 | 502, 152. 00 
1-0-16 ~ : 7 | 19 Feb 48 | 700.4 | 1, 176, 672. 00 
1-0-17 | 25 Feb 48 1, 385. 9 2, 328, 312. 00 
[eerie gi wie k ..| 1 Mar 48 1, 604.9 2, 696, 232. 00 
1-0-19 Ey Si AE --| 8 Mar 48 | 150.7 253, 176. 00 
ee coats . | 19 Mar 48 776.9 1, 305, 192. 00 
1-0-21 | 5 Apr 48 41.8 70, 224. 00 
CD 5. 2 e% . tlhe is wnsenbeactbapdeh=ageeeberee .| 12 Apr 48 1,947.9 3, 272, 472. 00 
1-0-22 sein tle witgnheaaiied 12 Apr 48 31.1 52, 248. 00 
1-0-24 vol 15 Apr 48 15.9 26, 712. 00 
1-0-25 .-| 22 Apr 48 1, 076.4 1, 808, 352. 00 
1-0-26 | 27 Apr 48 801.1 1, 345, 848. 00 
10-27 29 Apr 48 1, 299. 1 2, 182, 488. 00 
OS a ee ee ee eee | 29 Apr 48 244.6 410, 928. 00 
1-)-29 | 10 May 48 80.6 135, 408. 00 
1-0-30 | 20 May 48 1, 017.9 1, 710, 072. 00 
10-31 21 May 48 915.1 1, 537, 368. 00 
1-0-32 | 6Jun 48 1,231.9 2, O69, 592. Ov 
1-00-33 | 7Jun 48 202. 2 339, 696. 00 
14-34 }10Jun 48 | 89.9 151, 032. 00 
1-0-35 | ilJun 48 68 114, 240. 00 
1-0-36 /14Jun 48 95L. 6 1, 598, 688, 00 
1-0-37 14Jun 48 183.3 311, 304.00 
11}-38 | 15Jun 48 228. 0 383, 040. 00 
14-201 2Jul 48 789.2 1, 325, 856. 00 
10-202 13Jul 48 21.0 38, 280. 00 
1-0-203 | 13Jul 48 479.6 805, 728. 00 
1-0-2004 } 13 Jul 48 741.0 1, 244, 880. 00 
1-0-205 é | 14Jul 48 167. € 281, 568. 00 
1-0 206 22Jul 48 689. 5 15, 960. 00 
25, 773.0 43, 298, 640. 00 
Grand total__- 27, 474.8 45, 151, 900. 20 


82897—51—pt. 1— 
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(Enclosure 12) 
[Copy—Excerpt] 
BIPARTITE CONTROL OFFICE, 
COMMERCE & INDUSTRY GROUP, 
Frankfurt/Germany, APO 757, 29-38-1949. 

Ref.: BIP&I/Sec/083. 
Subject : Acknowledgement of Debit Notes on Surplus U.S. Army Stocks 
To: Prof. Dr. Ludwig Erhard, Director, Department for Economics (VfW), 


MeNair Barracks, Hoechst/M. 
* * 


1b 


, a * * 

3. * * 

te * oo 

Although what was actually shipped in bundles, bales, etc., is shown on the 
ship’s manifest, the deferred charge for these SIM goods is determined from the 
actual net shipping weights at the time the goods left each depot in the United 
States. Differences between physical count in the QR signed by STHEG and the 
outturn report signed by Control Co. is a responsibility of STEG. Quantitative 
receipts signed by STEG for US Surplus goods released from Army depots in 
Germany are confirmed by STEG as to the quantities of items transferred at the 
time of signature. Quantity count having thus been acknowledged, subsequent 
corrections should obviously not be made in such transfers in fairness to both 


sides. 


(Signed) L. E. SPENCER, 
Chief, Commerce & Industry Group. 
FRANKFURT 8716. 
(Enclosure 13) 


[Copy—Excerpt ] 


BIpaRTITE CONTROL OFFICE, 
COMMERCE & INDUSTRY GROUP, 
Frankfurt, Germany, APO 757, 4-5-1949. 
Ref.: DIPC&I/Sec/083. 
Subject: Termination of STEG Functions 
To: Prof. Dr. Ludwig Erhard, Director, Department for Economics, VfW, 
MeNair Barracks, Hoechst/M. 
2. * * * 
» 8 * * af 
3. All shipments due on the SIM program have been received. We expect con- 
firmation from Washington in the next few days on completion of the program 
with final net long tons shipped. This wil! confirm to you that the deferred 
charges on the SIM program will be revaluated on basis of net long tons instead 
of the previously established gross long tons. 
4. * * » 
(Signed) L. E. Spencer, 
Chief, Commerce & Industry Group. 
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(Enclosure 14) 


BIPARTITE CONTROL OFFICE, 
COMMERCE & INDUSTRY GROUP, 
APO 757, U.S. Army, 10 June 1949. 
Subject : Deferred Charges for U. 8. Surplus Materials Under the SIM Program. 
To: Bank Deutscher Léinder, Frankfurt/M., 4-7 Taunusanlage. 
(Attn: Herrn Markert.) 
Info.: Director, Department for Economics (Vf£W), Hoechst/M., McNair Bar- 
racks. 
Attn.: Prof. Dr, Ludwig Erhard. 
Chairman, Committee for U. S. Surplus Property Sales, Bizonal Economics 
Council, Frankfurt/M., 2 Borsenstrasse. 
(Attn.: Dr. R. Pferdmenges. ) 
Department for Economics (VfW), sonderbeauftragter STEG, Hoechst/M., 
IG Farben Building CE 6. 
(Attn.: Herrn G. Wolff.) 
Chairman, Board of Directors, STEG, c/o Wirtschaftsministerium Wiirtt.- 
Baden, Stuttgart-O, Kienlestrasse 15. 
(Attn.: Min. Rat. Prof. Dr. Ing. Hoez. ) 
Stattl Erfassungsgesellschaft, fiir Sffentl Gut mbH (STEG), Frank- 
furt/M., 28 Feldbergstrasse 
(Attn.: Dr. A. Dammang, Main Dept. IIT;) (Dr. F. A. Schmitt, Main 
Dept. 1;) (Dr. J. Wollnik, Main Dept. IT.) 

1. Reference our letters to you, same subject, dated 19 and 20 Oct. 48, respec- 
tively. Both letters are hereby rescined. 

Attached as Inclosure A are the final deferred charges against the German 
economy for the SIM program. All shipments have been completed on the 
SIM program and it is assured that you have received from JEIA all outturn 
reports from Control Co. and quantitative receipts from STEG covering these 
shipments. Please note that medical corps supplies furnished on the SIM pro- 
gram are priced at $1,089 per net long ton and the quartermaster supplies at 
$1,680 per net long ton. The change reflects the deduction made by the Depart- 
ment of the Army for all packing and crating materials that are not included 
in normal unit procurement prices of the U. 8S. Army. 

2. Confirming our discussions in the past, it is suggested that you confer 
with Dr. Schmitt, chief of main department I of STEG, General Office, Frank- 
furt, to clarify the counterpart funds in Reichsmark and Deutschmark against 
the SIM program. 

(Signed) JAMeEes C. CUNNINGHAM, 
Chief OMGSTEG Branch. 


FRANKFURT 8716. 


Deferred charge against future German exrports—U. 8. surplus goods transferred 
to the German economy from the zone of interior under the SIM program 


PART I. MEDICAL SUPPLIES 


; Net long 
SIM No. joan 








Ns 5. na Saiebncdeeaenabmtbatneeignaredeeeneen< RE A te Pet RIE LVS Et a 





Total: 1,458.9 at $1,089 per net long ton. Grand total: $1,588,742.10. 
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Deferred charge against future German exports—U. 8S. surplus goods trans- 
ferred to the German economy from the zone of interior under the SIM 
program—Continued 


PART Il. QUARTERMASTER SUPPLIES 








| Net long | . e N i] ™ Net long 
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Total: 33,931.90 at $1,680 per net ton. 
Grand total: $57,005,592.00. 
Total deferred charge for SIM program: $58,594,334.10. 


(Enclosure 15) 
{ Translation—Excerpt ]} 
10521 
7-7-1949 
I/AG/82/B 943/Wo/Sa. 


: Bipartite Control Office, Commerce and industry Group, Frankfurt/Main. 


"So 


Subject : Acknowledgement of Debit Notes on Surplus US 
Ref. : Your letter 29-3—49—Ref. BICO and J/Jec/083. 

( 1 ) * a * 

+ adil 

(3) me oo oe 

(4) Your reasoning is not quite in conformity with the facts. The QR’s 
signed by STEG, Bremen, include not only the number of bales received over rail 
(as proved by the Outturn Reports signed by Control Co. and STEG), but also 
the amount that was received by the Control Co. during the segregation process 
at the STEG Depots. (Furthermore they include item count of all segregated ma- 
terial supplemented by the final Control Co. report, that gives an exact inven- 
tory as to the amount and quality of the material.) 

Contrary to other programs the QR’s signed by STEG are without any actual 
value as to the bales received during the segregation at the STEG Depots, since 
JEIA asknowledges only those numbers of bales that go over rail. This is proved 
by the fact that the Outturn Reports are submitted to the Bank Deutcher Liinder 
and furthermore by the remark under the signature of JEIA on the QR “for 
outturn figures only.” 

I cannot agree with your opinion as I read it between your lines that it would 
be profitable for the German side to base the Dollar charge upon the revised 
counts of the Advance Informations and not upon the manifest or outturn 
weights. 

I cannot think it good commercial custom to pay on shippers’ official rail 
weights whereas the German side does not know how, after all, this weight was 


computed. 


Army. 


(Signed) Dr. RAEMISCH. 
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(Enclosure 16) 


[Copy—Excerpt] 
17 Avevst 1949. 
Ref.: BIPC&I/Sec/o83. 
Subject : Acknowledgement of Debit Notes on US Surplus Army Stocks. 
To: Departments of Economics (VfW), Hoechst/M., IG Farben Building. 
(Attn. : Dr. Raemisch. ) 
- 


he 

ae ae 
ae ale ie 
a ee © 


Your statements in subparagraphs 3 and 4 of your paragraph 4 are also in 
error. You must not be informed on international movement of goods when 
you think it not good commercial custom to pay on shippers’ oficial rail weights 
and you actually question the integrity of the shipper. The official rail weights 
are the basis of the dollar billing subject to reduction by any proven shortages 
in shipments as determined by the ship manifest and the outturn report. No 
known losses exist between the Army depots and the ports and delivered on 
board each ship in accordance with the ship manifest. The shipowner is, there- 
fore, responsible for any losses represented by differences between ship manifest 
and the outturn report. Tle German side does know that the net long tons 
shipped are actual Army depot weights obtained before packing for shipment 
and the gross long tons are tie official railroad weights at the time of shipment 
to port from which the ocean manifests are made out. Neither of these figures 
are calculated figures as you state. You have mixed your subects in subpara- 
graph 5 of your paragraph 4. As to the first three sentences, with or without 
your agreement, the German side will accept the net long tons determined as 
the basis of the deferred-charge billing. Your thinking that it is necessary to 
check these weights implies negligence on the part of the US Army and is totally 
unacceptable. * * * 

a4 ” 


5 * * 
6 * * * 
q * * * 
Sg, * * * 


(Signed) H. A. Tayxor, 
Chief, Commerce & Industry Group. 


Exurisir 61D 


Second APPENDIX TO THE MEMORANDUM ON THE ECONOMICAL AND FINANCIAL 
RESULT OF THE “AMERICA TRANSACTION” HANDLED BY STEG on BEHALF OF 
THE GERMAN FEDERAL MINISTRY OF ECONOMICS—THE QR PROGRAM (SINGLE 
RELEASES ) 





I. CHARACTERIZATION OF THE PROGRAM 


1. Soon after surrender (May 1945) the US Military Governments of the Lands 
and Districts of the US Zone decided for social and hygienic reasons to transfer 
US Army Surplus goods under the motto: “to prevent unrest and disease.” 
These transfers went mainly to public agencies and to privileged consignees 
(Landrat, Burgomaster, hospitals, public utilities, etc.). Therefore, in the 
beginning of this action primarily medical supplies, as, for instance insulin, 
penicillin, disinfectants, but also soap, ete., were transferred. Later on also 
hospital equipment. And in order to avoid the effects of famine, particularly 
the mortality of children, subsistence goods were delivered. 

2. The transfer of about 600,000 camp beds and a great number of woolen 
blankets may be regarded as a relief action to refugees and expellees from the 
East. The serious situation of the population was also facilitated in employing 
a considerable number of vehicles to transport wood and foodstuff in winter 
1946-47. Furthermore, the transfer of tires was a great help on the transporta- 
tion section. 

3. The basis of transfer was enlarged in the course of time. These transfers 
now included also material like tents, blankets, and sporting articles, etc., to 
support youth organizations and students. 
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4. Supplies to support Displaced Persons remaining in Germany after sur- 
render and political internees of the US Army have to be added. Furthermore, 
for political reasons the City of Berlin was supported during the blockade by 
delivering textiles and a great number of Army duffel bags to transport coal by 
airplane. 

5. Further deliveries were frequently made with the direct or indirect aim to 
advance the German economy; textiles, subsistence goods for miners, railroad 
workers, and employees of the shipping trade were delivered. Military equip- 
ment—e. g., Bailey bridges—were transferred to repair the road system, and 
transportation equipment and spare parts were given to the railroad. Transfer 
of swimming equipment helped to clear the waterways. In this connection 
transfer of 27,000 US railroad cars to the Bundesbahn and the transfer of a 
great number of signal equipment to the Deutsche Post has to be mentioned. 

To these deliveries caused by the German economical misery came deliveries, 
later on, partly to be regarded as material of no serviceability—e. g., stored parts 
of barracks, built-up barracks where moving was not economical, trucks as a 
source of spare parts, left-over bedsteads, chlorinated lime, lighter fluid in small 
cans, used tires, partly having only scrap value, subsistence goods of no use to 
man anymore, and combat material of limited durability—but that could be made 
serviceable for economical purpose after considerable expenses—e. g., incendiary 
bomb gasoline and flame-throwing liquid. 


II, PROCEDURE OF TRANSFER AND COMPUTATION 


1. Procedure of Transfer 

Delivery of goods in the Q. R. program was made by single releases from one 
US Depot or as a collective release from several depots for special purposes, 
mainly directly to recipients as mentioned under I (1), before STEG was founded. 
The material transferred under the Q. R. program was, therefore, only partly 
handed over to representatives of STEG; the greatest part were goods which 
were directly transferred from US Army property to other agencies than STEG. 
In the first period the goods were transferred without any formality at dis- 
cretion of the local American agencies; later on the German public central insti- 
tutions (Siiddeutscher Laenderrat and later on the Verwaltung fiir Wirtschaft) 
were gradually employed and the transfers were fixed on forms. The consent 
of Verwaltung fiir Wirtschaft was finally made a definite basis for the conclu- 
sion of a transfer agreement. Since February 1947 the Gesellschaft zur Erfas- 
sung von Riistungsgut m. b. H. “Ger” (later STEG) was authorized as sole 
recipient of all US goods, if assigned to the Western German Economy. In the 
middle of 1947 subsistence goods were excluded from this procedure. Fur- 
thermore, certain quantities of US material could be released to local contractors 
working on projects of the US Army. Not included in this agreement was also 
aluminum scrap, since a special understanding was reached on this question. 

In the beginning mainly Tally Outs and Shipping Documents were regarded 
as transfer documents, afterwards on principle Quantitative Receipts were sub- 
mitted; they were in accordance with the provisions of SOP 98 and 102 dealing 
with the granting of support of the US Army to the civilian economy (and de- 
liveries to Displaced Persons) in Germany and Austria. 


2. Procedure of Computation 

At first the Quantitative Receipts, due to their character, were mainly not 
valued. Partly the current value of the transferred goods was entered. After 
conclusion of the revaluation agreement (see enclosure 1) that includes all goods 
transferred on Q. R. basis up to 31—1-—48, exclusive scrap, a standard valuation 
of all transfers on basis of 21% of the purchasing price of the US Army was 
established in Dollars by a head office of the Occupation Power. 

Further transfers after 31—-1—t8 were priced by the Occupation Power corre- 
sponding to their current value. Also the waste was now valuated at a standard 
price according to SOP 95. 

In the beginning of 1949 BICO submitted to Bank Deutscher Laender the first 
so-called Master QR’s which may be regarded as the actual debit notes. The 
Master QR’s are separately issued according to the Services of the US Occupa- 
tion Power and comprise periodically all QR’s. (Balance and specification of the 
§ charge see enclosure 2.) 
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3. Difficulties and Disadvantages resulting for the German Partner from the 
Procedure of Transfer and Computation 

(a) It was pointed out in the instruction of BICO, dtd. 13-83-48, that the 
recipients of direct transfers should be ascertained by STEG subsequently. This 
task was often very difficult; in some cases the recipients even could not be 
found; e. ¢, in case of waste and scrap deliveries). Besides, there are also 
debit notes that show only the signature of American officials, but are not counter- 
signed by German agencies (delivery of foodstuff to the City of Berlin). 

Further, it has to be mentioned that in the beginning the American system is 
pertinent only to the acknowledgement of Quantitative Receipts without in- 
forming the recipient about the price of the goods. This resulted in com- 
plications when the price was subsequently fixed and the money was collected. 
Many German agencies did not even know that these transfers effected a debit in 
foreign exchange. It may be believed that many recipients if informed of this 
fact would have at least partly refused acceptance of these goods in spite of the 
miserable situation at that time. Due to the decentralized German administra- 
tion since 1945 there was no organization for a long period that authoritatively 
represented the basic views of the German economy. 

There are also some other facts that may be mentioned leading to disadvan- 
tages for the German partner. Thus, fer instance, in many cases the German 
agencies could not carefully inventory the transferred goods preceding the sign- 
ing of the transfer documents (rubber soles in Bamberg). Furthermore, com- 
plaints of the recipients are based upon the fact that markings of qunatity and 
material on packages, and, therefore, also the entries on the shipping documents, 
respectively, Quantitative Receipts did not agree with the material actually 
delievered ; e. g., deliveries of textiles and shoes for the miner's program. 

(b) As in the Bulk Deal also in the QR program a great number of line items 
of various condition classification was valued on a standard percentage of the 
American purchasing price. This procedure is, as already mentioned, inexact 


and not appropriate. 


III. DIFFERENCES AND MISSING QUANTITIES DISCOVERED AFTER THE TRANSFER HAD 
BEEN COMPLETED 

1. Corrective action 

The deliveries of the American Occupation Power have been so far debited 
to the German economy on Master QR 1-72. The single QR’s were the compu- 
tation basis for all charges. These QR’s attached to the Master QR’s could be 
investigated, while those charges being not proved by single QR’s cannot be 
investigated. The charges that cannot be checked concern mainly deliveries to 
Displaced Persons and internees (DP’s, $18.1 million ; internees, about $5 million; 
both on a basis of 21%). 

If the examination proved differences the American partner was responsible 
for, STEG submitted to HICOG requests for corrections of the $ charge and was 
mostly successful. 


Status of the so-called immediate corrective action (MOR 1-72) 


{Actual value] 























Requesting Office of STEG | Requested Credited | Denied Still pending 
HV Ir | $596, 836, 71 $68, 736. 18 | $35, 726. 30 | $492, 374. 23 
Bavaria | 38, 347. 39 641. 76 th. 37, 705. 63 
Wiirtt.-Baden , _ ‘ sum 70, 697. 29 36, 706.76 |. __- | 33, 990. 53 
Hesse . “se ate --.----} 1,332, 302.06 990, 611. 08 | 78, 561.95 | 263, 129. O8 
IE eticn aca opener “ 262, 102.08 | 155, 568. 22 | fotaaull 106, 533. 86 


114, 288, 25 933, 733. 33 








2, 300, 285.53 | 1, 252, 263.95 | 





(a) Denied corrections, amounting to $114,288.25 (actual value)—Concerned 
are requests for correction for tires and signal equipment having only scrap 
value due to their condition, and therefore should have been valued accordingly. 
The German partner is claiming further acknowledgment for these corrections 
based upon requests for which a proper reason was given. 

(b) Requests for corrections still pending, amounting to $933,733.33 (actual 
value).—EUCOM has not yet decided about these requests. The following 
survey shows specification of this requested corrective amount according to the 
various reasons for objections. 
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Requested corrective amount (actual value) 


CA) See Cn eS ageaientreeneinaion Sea seas Sichsee repeet cceoesth trae eee $82, 660. 63 
4 yf I a RT ae a ES a 413, 602. 83 
(ec) Charges contrary to terms of agreement (CEM)__----~- a hc 63, 206. 79 
(ada) Gueneimiive Wicerence. ee a a 99, 818. 34 


(ee) Charge with 21% of the purchasing price for items which due 
to their condition should have been transferred at a lower 


price or at a scrap price___.._..--....- pine hs thet ER ETS 187, 914. 23 
(ff) Charge for material not delivered___.....___________________ 84, 849. 46 
(gg) Charge for material that was utilized for US purposes___ Jueuse’ *S/70Ga- C0 


2. Corrective action continued by STHG (reports on differences) 

When HICOG since October 1949 refused to accept further requests for cor- 
rection, STEG subsequently restricted itself to submitting the most important 
complaints, and comprised the less important cases in a so-called “differences 
collection.” 

The Dollar charge of differences discovered afterwards amounts to $353,383.27 
{actual value). 

This sum is specified in the following: 

(a) Double charges.—Requested corrective amount $6,517.28 (actual value) : 
When conformity of the QR’s could be proved (concerned are only transfers 
outside STEG) STEG objected against the double charge. Furthermore, de- 
liveries have been charged on the Master QR’s that had already been debited 
in the Bulk Deal; involved is a pontoon that had been transferred at Eltville 
under the QR program, and later on was charged once more in the Bulk Deal. 

(b) Charge with the new value respectively with 21% of the purchasing price 
for items which due to their condition should have been transferred at a lower 
price or at a serap price.——Requested corrective amount, $84,556.53 (actual 
value) : Goods that had been transferred after 31-1-48 had to be charged with 
the current value due to agreement. Actually the duffle bags delivered in the 
action to supply Berlin with coal were charged with the new value, though the 
goods partly had been transferred in used condition. 

Furthermore, included in the afore-mentioned requested corrective amount is 
a charge for switches that had been charged much too high according to an 
existing expert opinion. 

(c) Unjustified charges for deliveries to the Deutsche Post prior to 1-7-1947.— 
Requested corrective amount $3,257.73 (actual value): Various goods had been 
transferred to the German economy because for these goods STHG had rendered 
services to the Occupation Power that otherwise had to be paid by the US 
Army. The Deutsche Post reached an agreement with the US Signal Corps 
in 1946 that all material transferred up to conclusion of this agreement should 
be regarded as payment for services of the Deutsche Post rendered up to this 
date. Since, in spite of this, charges are entered on the Master QR’s STEG 
has to object against them. 

(d) Mathematical errors.—Requested corrective amount, $1,283.84 (actual 
value) : Mathematical errors crept in when the enclosures to the Master QR’s 
were compiled by the American agencies leading to a considerable change of 
the correct prices. 

(e) Unjustified increase of the agreed price.—Requested corrective amount, 
$25,691.62 (actual value): BICO had proposed to VfW on 19-12-47 to take 
over building material and depot installations from US Army Depots near Stutt- 
gart. These materials were listed in QR’s 1-4 and 6-14. The total value 
was given with $370,000 for which BICO had offered to VfW a charge of 21% 
of this amount. This offer of BICO was accepted by VfW on 31-1-48 (IIT b 
12 v. K/L). After BdL received these Master QR’s it was found out by STEG 
that the 21% total value did not amount to $77,700, but that the a/m requested 
corrective amount was charged too high to the German partner. 

(f) Charge for material that had to be transferred without payment as 
agreed.—Requested corrective amount, $16,267.12 (actual value): More than 
$16,000 of this requested corrective amount originate from a charge objected 
against by STEG for delivery of incendiary-bomb gasoline. While, primarily, a 
nominal charge of 1 cent/gal. was discussed, it was orally agreed with the 
appropriate representatives of the US Chemical Corps that the incendiary-bomb 
gasoline should be transferred without costs to STEG. In the Lands Bavaria 
and Hesse this incendiary-bomb gasoline had actually been transferred within 
the demilitarization action at no cost. The QR’s had in column “total cost” 
the remark ‘‘According to Ammunition Program without charge.” 
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On the contrary, 55 cents/gal.—that is, about $16,000 (actual value )—have 
been charged for a delivery of about 138,000 gallons to Wuerttemberg-Bacen, 
although in column “total cost” of the Q. R. the remark “Nil” was entered. 
This method is contrary to that as practised in Bavaria and Hesse, and to the 
originally planned price of 1 cent/gal. Regardless the fact that this is de- 
militarization material the charged price of 55 cents/gal. is higher than the 
import price of 3.7 cents per liter (16.8 cent/gal.) for usable gasoline, although 
incendiary-bomb gasoline can be used as fuel only after expensive regeneration. 

(9) Quantitative differences and charge for material not delivered.—Re- 
quested corrective amount, $49,423.14 (actual value): This amount includes 
$38,627.55 (actual value) for established discrepancies derived from scrap 
of the Bulk Deal program. The carrying over of these stocks to the QR pro- 
gram became necessary because STEG, according to the agreement, was not 
permitted to accept scrap under the Bulk Deal. The American partner based 
the computation of weight on the requested number of items. The quantitative 
differences amount to 2,575.17 tons, that at a price of $15/ton gives as a result 
the a/m amount. Further differences in quantity considered in the requested 
corrective amount were discovered when used oil, used rubber, and tires were 
transferred. These quantitative differences have not yet been definitely deter- 
mined; the mentioned amount will presumably increase. 

(h) Donation-transfers.—Requested corrective amount, $97,466.95 (actual 
value): The problem itself will be discussed under chapter IV, section 1. 

8. Unjustified charges for DP deliveries 

Provisional requested corrective amount $68,919.06 (actual value): According 
to SOP 102, section III, paragraph 16, the German partner is not liable to accept 
charges in foreign exchange for DP maintenance after 30—-6—47. For this reason, 
all supplies of American origin transferred by UNRRA to IRO on 1-7—47 were 
returned to the German economy. CEM handed over to [RO was partly returned, 
partly paid for. When the QR’s signed by the representatives of the Lands for 
the deliveries to DP’s were investigated, it was found out that 196 QR’s were 
signed after 30-647. 

A part of these QR’s is included in MQR 82, as can be proved by the QR num- 
bers on this MQR. As STEG is presently in possession of only 483 valued QR’s, 
STEG, for the time being, only objects against the charge in the amount of $59,- 
616.52 (actual value) as indicated in these QR’s. Further objections are made 
against QR 140 amounting to $9,302.54 (actual value) included in MQR 27 and 
issued on 21—7—47. 

As it may be seen from a letter of the Office of the Chief, Quartermaster Divi- 
sion, to HICOG dtd. 1-12-50, the American partner is aware of the unjustified 
charge for these deliveries. It is mentioned in this letter that a number of QR’s 
were issued for material delivered for DP maintenance after 30-6-47 and had 
been included in the Master QR. 

It cannot be overlooked yet what the definite number of these QR’s will be, 
because presently only those QR’s issued in Bavaria, and of these, presumably, 
also not all could be checked. 

In this connection the problem has to be discussed whether or not IRO accepted 
from UNRRA beside supplies also subsistence goods on 1-7-47 that UNRRA did 
not receive from the German economy, but from American resources on a $charge 
to the German partner. In the correspondence STEG had with IRO on the a/m 
question the Supply Division, Subsistence Branch of IRO informed STEG 
by letter dated 14-6-50 that PC IRO had paid $38 million for subsistence goods 
to EUCOM, Civil Affairs Division, for the period July-September 1947; payment 
of QR 140 were included in this amount. 

The question arises now, whether this amount was not wholly or partly ex- 
pended for materials that had been transferred by UNRRA to IRO, and that 
possibly was already covered by QR’s signed by the German partner. In case of 
an answer in the affirmative probably considerable credit notes will be necessary. 


IV. LEGAL AND ECONOMICAL PROBLEMS 


1. Legal problems 

Deliveries to maintain DP’s—After surrender the US Army took over re- 
sponsibility to maintain DP’s and political internees. The former task passed 
over to IRO since 1-7-1947, while maintenance of internees was continued 
by the US Army until late in October 1947, and then passed over to the Ger- 
man Lands. The costs of these Transactions for this period were debited 
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to the German partner. They amount to approximately $23 million (actual 
value). According to statements of Mr. Cunningham (formerly OMGSTEG 
Branch) $18.1 million hereof have been expended to maintain DP’s, and $5 million 
to maintain internees. 

There is no certainty yet whether the title to the $ charge deriving from these 
transfers must be acknowledged under existing laws. The American partner 
derives the obligation for the German partner to pay these Dollar amounts from 
the “agreement to revaluate the purchase price of certain US Army property 
transferred prior to 31 January 1948” (Revaluation Agreement) closed between 
the former Economic Council and the US Military Government on 23-1-48. 

The Economic Council acknowledges to accept the total amount of indebted- 
ness incurred as a result of all transfers of property by the US Army on Quanti- 
tative Receipts prior to 31—1—48, revaluated to 21% of cost value in accordance 
with the terms of this agreement. 

The proper Land Authorities of the US Occupation Zone have signed Quanti- 
tative Receipts for deliveries mentioned above, so that the deliveries on the 
revaluation agreement had actually to be paid in foreign exchange if deliveries 
“for the Germany economy” were concerned. 

The competent instructions and agreements of the Occupation Powers do not 
permit an unequivocal clarification of this matter. 

The whole problem has been discussed in the letter of the Minister of Eco- 
nomics I AG 740/50 dated 2-11-50 (last section) to HICOG, Office of Adminis- 
tration, Budget and Finance Division. 

(b) Deliveries to maintain internees.—The legal situation regarding the obli- 
gation to maintain civil internees is the same as mentioned in section (a) above. 
Internment did not take place at the instance of the German authorities, but was 
initiated by direct order of the Allied Forces: the internees were, therefore, 
political prisoners of the Allied Forces in Southern Germany of the US Army. 
For this reason the German authorities had no possibility up to 31-10-47 to 
influence their maintenance, billeting, ete. The costs for maintenance of in- 
ternees, therefore, should be treated the same way as the costs for the mainte- 
nance of captured members of the Armed Forces. 

Of course, two separate periods have here to be taken into account. Up to 
31-10-47, the camps for civil internees were exclusively administrated by the 
Oceupation Power. After this period the administration passed over to the 
Lands of the Federal Republic, whereas the Occupation Power continued to be 
responsible for manner and duration of the internment. 

The a/m charges have been placed to the German partner’s account in a total 
sum. There exist only a very few vouchers where specification could be taken 
from so that a mathematical and economical examination of these charges is 
not possible. But it was promised by HICOG that EUCOM would prepare a 
new consolidated list of all QM items transferred and would place it to the dis- 
posal of STEG. 

(c) Donation transfers.—Due to personal statements of American Depot 
chiefs or other members of the Occupation Power supposed to be competent, 
the recipients of various deliveries and services regarded them as a donation. 
The result of such misunderstandings was that recipients being in good faith 
that they had it to do with transfers at no cost receipted also many items which 
otherwise would have been rejected as being not necessary or unserviceable. 
STEG points here to the Youth Activity Program as the best known example. 
Military Government handed over material for this purpose that mainly consisted 
of household goods, camp, and sporting equipment and pastime games. $446,- 
614.81 (100%) have been charged against the share of the Land Bavaria. The 
German managers of these organizations have the opinion that a transfer with- 
out any cost had been expressively promised. There exists, for instance, a 
declaration in lieu of an oath of the “Bayerischer Jugendring”’ dtd. 23-848 
which reads that Mr. Thomson, former GYA Officer of Bavaria, in this connec- 
tion had declared these materials handed over by the Occupation Power would 
represent a gift to the Bavarian Youth. 

The transfer of approx. 600,000 camp beds for refugees is another case where 
the proper agency of the Occupation Power had declared that these camp beds 
would represent a donation. The charge for this is presumably partly included 
in Master QR 31 and cannot be quoted, because the single QR’s are missing. The 
Land Governments which received these deliveries refuse to pay for them. 
Further cases of donations within the relief actions can be traced not prior to 
the definite examination of Master QR’s 31 and 32, for only after collecting the 
equivalent such objections become known. 
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2. Economical problems 

The situation, still not yet clarified, regarding the obligation of the German 
partner to maintain DP’s and internees, and the missing debit vouchers pertaining 
to Master QR’s 31 and 32 do not permit a judgment of the results of the QR 
program to a full extent. The figures on hand show already now that the expecta- 
tions of the Americans and Germans to gain a profit in the QR program in order 
to compensate a possible loss in the Bulk Deal have not been realized. The con- 
nection between Bulk Deal and QR program effected by conclusion of the revalu- 
ation agreement is manifested—as mentioned in the memorandum—by the letter 
of BICO to the president of the Bizonal Economie Council, dtd. 16-12-47. Mainly 
transferred subsistence goods and textiles show surplus proceeds against the 
charge in the QR program, while generally there is no surplus against the charge 
for the transferred motor vehicles, engines and spare parts, scrap, kitchen waste, 
and medical supplies. The following survey shows the charge for each class of 
wares compared to the total charge in percentage: 


Detailed survey on classes of wares in percentage of the total charge 


ee RE ee ee ey ae a ee eee 26. 6% 
2. Textiles, shoes, and other Q. M. equipment____.-----.------------~_ 22. 6% 
i tell nten. ebliciinte dain atc aaihb eden ekS— rer eieperemie 18. 5% 
ee EE EL OLD AE Ee 12.3% 
EEE ER A a en eee 2 eae aN 11.0% 
6. Equipment’and spare parts made of iron and other metals__-_----_-- 2.4% 
ET haa LS, ee ee Se OE ae ROP ae aS ve 1.7% 
ac sis ninieshinierigtolebeneessaomgne 1.9% 
Re I EE oi is nn ed once ne eons 1.3% 
10. Household furniture ___--- ~~ _-~- ee ae = See ee ee eS eee 0. 8% 
Oe EES St ane ea eae OS a a ae an 0.4% 
12. Chemicals, grease, explosives, fuel, ete_______-___---_-____-_--_--_-_ . 0.8% 
ns NN ies. cic eertetiice ens es indie ibietuuiinte tienen eeenierepes 0.1% 
oO EC ee ee ee ee eee ED ae ne ee er ae 0.1% 


In the following the serviceability of classes of wares in the German economy 
that did not bring any profit and did not pertain to Master QR’s 31 and 32 will 
be briefly described. 

(a) Motor vehicles.—As far as vehicles in an operating condition are concerned 
charges and gross proceeds might coincide. The gross proceeds of other transfers 
concerning partly vehicles dismantled to gain spare parts reach hardly 50% of 
the charge, so, for instance, the transfers of 28 motor vehicles and 40 trailers 
through the Hessian Truck Co. in 1947 (MQR 25/63-64). Ordinarily the condi- 
tion of the vehicles is not alone a reason for these small gross proceeds, but the 
fact that the vehicles have been manufactured for military purpose and with no 
regard to their use for civilian purpose. 

(b) Engines and spare parts.—The transfers of engines and spare parts from 
Karlsfeld Depot can be mentioned as a particularly significant example. As it 
may be seen from an appraisal certificate of the Appraisal Office for Motor 
Vehicles in Munich all engines were in such condition that actually only single 
parts of them could be used. Up to 50% of the material had frost damages and 
breakage damages on cylinders, crankshafts, connecting rods, and pistons. Up 
to 95% of the engines had already been reconditioned for a couple of times. The 
transferred spare parts were also no more in a serviceable condition. The Ger- 
man partner received for these transferred engines gross-proceeds amounting to 
approx. RM270,000 against a charge of approx. $370,000 (actual value). (Refer- 
ence is made to the detailed description of the classes of wares in the Bulk-Deal 
program mentioning also motor vehicles. This description proved in many 
respects also true for the QR program.) 

(c) Signal equipment.—The biggest transfer of signal equipment was made to 
the Deutsche Post. 

Transferred were— 

Parts and accessories for decimeter system— 

Open wire system (CEM) and 

Open wire system (US), 

48 motor vehicles (ace. to QR), 
Switches and switchboard installations. 

These transfers have resulted in losses for the below mentioned reasons quoted 
by the Deutsche Post when the accounts were subsequently settled. The material 
was in bad shape, not up to date in construction, and not suitable for the German 
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system. Its use makes the other German network unreliable, expensive, and 
therefore unprofitable. 

It was quite impossible for the German Post to keep the open-wire network 
that had been built by the US Army with no respect to the title of private real- 
estate owners or public traffic requirements. The charge for the afore-mentioned 
material is included in MQR’s 7, 8, 16, 26, and 27 and amounts to $648,595.84 
actual value) ; the gross proceeds amount to RM/DM1,297,614.62. 

(d) Medical supplies.—Concerned are mainly medicines that due to their 
American origin were unknown in Germany as to labelling and dosage. It was 
difficult to identify the efficacious ingredients since designation of weight and 
volume differed from that as used in Germany. Wholesale dealers and retailers 
were not much interested in these medicaments, the more as the appropriate 
wholesale dealers after the currency reform were soon able to sell the necessary 
medicines in satisfactory quantity and in good quality. A great quantity of 
atabrine tablets, foot powder, and vaccination sera could be sold only with diffi- 
enlty; latter had to be destroyed, because the day of expiration had been 
surpassed. 

The construction and make of the transferred surgical instruments as well as 
of the diagnostic and medical equipment was unknown in Germany. No buyers 
could be found for this material as well as for the various blood-transfusion 
sets and crutches, so that some quantities had to be sold at scrap prices. Lenses 
and spectacles and their accessories were not salable articles; they did not cor- 
respond to the German measurements. The spectacles had also unusual dioptric 
numbers. 

X-ray films could be sold only with difficulty, the more as they were partly 
exposed. 

The sterilizers had to be sold to scrap dealers due to their bad condition. Also 
very difficult was the sale of Arctic and jungle boxes which, in spite of great 
sales efforts, had to be dismantled in order to sell single parts. 

The afore-mentioned judgment makes it obvious that no profit could be made 
when the transferred medicaments and medical equipment were sold, even with- 
out considering the costs. 

(e) Parts of barracks.—The reason for the smaller return is the bad condition 
of these parts (great rusting, rotten floors) and the missing of essential parts 
necessary to build up the barracks so that a great quantity of this material 
could be sold only as scrap. Ata charge of approx. $165,000 (actual value) (MQR 
38/2) these transfers yielded gross proceeds of RM75,000. 

(f) Air Force equipment.—The transferred material of the Air Force (equip- 
ment, screws, fittings, iron parts) includes mainly items that could not be fully 
used in the German economy. This was especially the case with screws, fittings, 
and iron parts that had no standard sizes. Though the material was in good 
condition, the gross proceeds for the a/m reasons amount only to approx. 
DM2,815,000 against a charge of approx. $1,700,000 (actual value) (MQR 
18/3-17). 

(g) Tire and rubber scrap.—Here we have to do with used American aircraft 
tires that had been stored outdoors for years, and had been exposed to any 
weather influence. The tread of the tires was completely rubbed off. The fabric 
became fusty by rain and snow, and the rubber porous. The gross proceeds 
amount only to approx. RM/DM305,000 against a charge of about $150,000 
(actual valne) (MQR 34/117). 


Vv. EXPENSES 

1. Structural expenses 

Expenses of the QR program, as far as they are known, are relatively low 
compared to the expenses of other programs. The main reason for this is that 
the biggest part of the material was transferred to other agencies than STEG 
without being directed over one of the STEG depots. The kind of material 
transferred was such that only in comparatively few cases it became necessary 
to distribute it to the separate German Lands so that beside transportation 
and storage costs also all costs connected with the distribution of the material 
as loading and freight costs could mostly be saved. The few transfers which 
had been handled in the STEG depots caused with one exception (Medical Depot, 
Weinheim) no extraordinary storage costs, since most of the material of the 
QR program could be easily sold before the currency reform. 

The storage costs for the Medical Depot, Weinheim, are, of course, extraor- 
dinarily high, and amount to approximately RM/DM500,000 against gross 
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proceeds of DM1.5 million for the transferred material. DM30,000 for restorage 
have still to be added to the general expenses, since at request of the Occupation 
ower the depot had prematurely to be cleared. 


2. Expenses deriving from orders of the Occupation Power 

Expenses deriving from orders of the Occupation Power accrued to STEG to a 
great extent by dyeing of textiles for demilitarization reasons. The dyeing 
costs alone in the QR program amount to approx. RM/DM6 million. The dyeing 
of textiles for the miners’ program may be given as an example that cost 
RM1.9 million alone for transfers from the Giessen Depot. These costs are 
particularily high since 170 dye works had to be employed in order to comply 
with the wish of the American partner to deliver the textiles within a short 
term. 

Naturally, in such cases the general handling costs increased considerably due 
to necessary transportation to and from the dye works and due to necessary 
control and security measures. In this case these costs amount to RMO.6 million 
so that the total costs are RM2.5 million. 

The “Textiles Action Paris” shows a still more unfavorable relation between 
expenses and proceeds. The dyeing and general handling costs in this case 
umount to DMO.85 miilion against gross proceeds of DM2.5 million. 


VI. VARIOUS ENCLOSURES 
(Enclosure 1) 


AN AGREEMENT TO REVALUATE THE PURCHASE PRICE OF CERTAIN UNITED STATES 
ARMY PROPERTY TRANSFERRED PRIOR TO 31 JANUARY 1948 BY THE UNITED STATES 
ARMY FOR THE GERMAN ECONOMY 


I. Preface 

1. Heretofore certain transfers of United States Army property have been 
made by the United States Army to the Staatliche Hrfassungsgesellschaft fiir 
Offentliches Gut m. b. H., formerly the Gesellschaft zur Erfassung von Riistungs- 
gut om. b. H., as an authorized agency for the receipt of such property for the 
German economy under the authority of the Bizonal Economic Council, and, 
prior to the establishment of the Council, under the authority of Military Gov- 
ernment for Germany (United States). These transfers of property have been 
accepted by the representatives of the said Bizonal Economic Council by signa- 
ture on a so-called “quantitative receipt,” as a deferred charge against the 
receipts from future German exports. 

2. Some property of the United States Army has in the past been disposed of as 
outlined above, while other property of the United States Army has been dis- 
posed of by sale through the Office of the Foreign Liquidation Commissioner. 
The Office of the Foreign Liquidation Commissioner is an agency of the United 
States State Department which handles the sale of surplus property transferred 
to it by the Department of the Army in overseas areas. Accordingly, inasmuch 
as disposal of property is handled by these two separate agencies, it is necessary 
that separate agreements be made by each, depending upon the category of the 
property sold or transferred. 

3. The Foreign Liquidation Commissioner has now offered to sell to the Ger- 
man Bizonal Economie Council substantially all remaining United States Army 
Property in Germany no longer required by the United States Army, effective 
1 February 1948. Such a sale will dispose of substantially all United States 
Army surplusses in Germany, excepting that category of property denied the 
Germans by the Allied Control Council, and will eliminate any further transfers 
of United States Army property to the German Bizonal Economic Council on 
quantitative receipts except for scrap, salvage, and waste after 31 January 1948. 
The Office of the Foreign Liquidation Commissioner, the United States Army, 
and the German Bizonal Economic Council have mutually agreed that 21% 
of the cost price, or approximately $236,000,000, would be a proper charge against 
the German economy for all such property; i. e., that which has been transferred 
to the German economy by the United States Army or will be transferred by 
the United States Army prior to 31 January 1948, and that which will be sold 
to the German economy by Office of the Foreign Liquidation Commissioner. The 
21% is, of course, the governing figure since the fluctuation of the total in- 
ventory may well result in a substantial variation in the sum of over-all price 
of the two transfers. While it is agreed by the parties mentioned above—namely, 
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the Office of the Foreign Liquidation Commissioner, the United States Army, 
and the German Bizonal Economic Council—that these sales will be considered 
on a single over-all basis embodying both that property transferred directly by 
the United States Army and that property sold by the Office of the Foreign 
Liquidation Commissioner, it is essential, however, from the United States 
standpoint, that these transactions continue to be treated as two separate trans- 
actions, one by the United States Army and one by Office of the Foreign Liquida- 
tion Commissioner. Accordingly it is understood that any amounts heretofore 
charged against the Germany economy, by virtue of previous sales, in excess of 
21% of the cost price will be offset against purchases made under the parallel 
contract of the Office of the Foreign Liquidation Conmnissioner, and it is under- 
stood that the United States Army and the Office of the Foreign Liquidation 
Commissioner have agreed that the over-all sales price of approximately $236,- 
000,000 will be divided so the two separate transactions are each charged at 21% 
of the cost value of the property transferred and sold. This will require a re- 
valuation of the purchase price to the German economy of that property trans- 
ferred to it directly by the United States Army from the values agreed upon the 
time of the transfers down to approximately 21% of cost value. 

4. It is contemplated that upon the effective date of the said Office of the 
Foreign Liquidation Commissioner contract, to wit, 1 February 1948, transfers 
directly from the United States Army except for scrap, salvage, and waste will 
terminate and transfers of property subsequent to that date will be made as 
part of the said Office of the Foreign Liquidation Commissioner sale of surplus 
property. However, the purchase price of all property except scrap, salvage, 
was waste transferred directly by the United States Army prior to 31 January 
1948 will be valued in accordance with paragraph 38 above. 


IT. Agreement 

5. In view of the foregoing circumstances it is hereby agreed between the 
United States Army and the German Bizonal Economic Council that, in con- 
sideration of the purchase by the German Bizonal Heonomic Council from the 
Office of the Foreign Liquidation Commissioner of all United States Army prop- 
erty presently surplus or to become surplus to requirements of the United States 
Army in the United States Area of Control in Germany prior to 30 September 
148 (as in accordance with that certain agreement entered into between the 
Office of the Foreign Liquidation Commissioner, and the German Bizonal Eco- 
nomic Council for the purchase of said property, dated 23 January 1948), that 
the purchase price of all sales or transfers of property, except scrap, salvage, 
or waste, made directly by the United States Army to the German Bizonal 
EKeonomic Council or its duly authorized representatives prior to 31 January 
1948 will be revalued to 21% of the actual cost value of all such property so 
sold or transferred. Said property has been and will continue to be recorded 
on quantitative receipts until 31 January 1948 as a deferred charge against 
future proceeds of German exports. 

6. The Germany Bizonal Economic Council acknowledges and agrees to accept 
as a proper charge against the future proceeds of German exports the total 
amount of indebtedness incurred as a result of all transfers of property by 
the United States Army on quantitative receipts for the German economy prior 
to 31 January 1948, revaluated by the United States Army to 21% of cost value 
in accordance with the terms of this agreement. The cost value of United 
States Army property transferred prior to 31 October 1947 is approximately 
$212,000,000 and the revaluated sales price is approximately $44,500,000. 

7. The purchase price shall be a deferred charge against, and shall be repaid 
from future proceeds of, German exports pari passu with obligations for other 
supplies furnished to the German economy on a deferred payment basis. In- 
terest shall be computed at the same rate and on the same terms as are eventually 
established for other deferred obligations of the German economy to the United 
States Government. Payments shall be credited first to interest due and then 
to unpaid principal. The terms for payment of any balance remaining unpaid 
at the time of the treaty of peace with Germany shall be such as are prescribed 
therein. With the consent of the appropriate occupation authorities, the United 
States Government may require the accelerated payment of any part of the 
unpaid purchase price in local currency for use by the United States Government ; 
credit against the purchase price shall be given of the agreed dollar value of 
such accelerations, 

Executed in triplicate at Frankfurt am Main, Germany, this 28rd day of 
January 1948, 





e 


E 
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For the Bizonal Beonomic Council : 
(Signed) Dr. KOHLER, 


Dahrendorf. 
For the United States Army, European Command: 
(Signed) CHARLES B. MAGRUDER. 
GeroRGE HERRY (7). 
This contract is entered into by the Bizonal Economic Council with the approval 
of the Bipartite Board, composed of General Clay, Military Governor of the 
United States Zone, and General Robertson, Military Governor of the British 


Zone. 
(Signed) Watrer E. MArHeEr, 


Major, GSC, 
Duty Secretary, Bipartite Secretariat. 
(Enclosure 2) 
$ charge in the QR program as per 31-12-1950 
{In million dollars (actual value) ]} 


A. Transfers subject to the revaluation agreement : 
1. Outside STEG: 


eg sk PRON: oe Ee eR eee eee 18. 10 
a a ne Ee ree 6. 41 
eS ch eeewiqunemabnen 5. 60 
2. By STEG: 
EIS LIS EE A, OE a EE 9. 98 
Cay I ce hte tigel ose mw mtb centogenmens= 20.78 
B. Transfers not subject to the revaluation agreement : 
eo ek NE ot ce: es 12. 50 
(3) Demmaners snes 3-O-08  e. c ss. 1. 21 
Re RE EL a Se RE ne aa ae ee 74. 58 


1A detailed specification according to “by STEG” and “outside STEG" is presently not 
possible. 
2 Accepted exclusively by STEG. 


(Enclosure 3) 
[Retranslated, because original not on hand] 
DRAFTS OF AGREEMENTS FOR THE SALE OF US ARMY SURPLUS PROPERTY IN GERMANY 


1. You receive enclosed— 

(a) Draft of an agreement between the Government of the United States 
of America and the Bizonal Economic Council regarding the terms of over- 
all sale of substantially all US Army property remaining in Germany and 
being considered surplus (enclosure A). . 

(vb) Draft of an agreement between the US Army and the Bizonal Eco- 
nomic Council regarding revaluation of the purchase price for certain US 
Army property being transferred by the US Army to the German economy 
prior to 31 January 1948. Provided that the Economic Council will accept 
the terms of the Bulk-Deal agreement the US Army is prepared to enter 
into an agreement that provides for a revaluation of the purchase price to 
the German economy of that property transferred to it by the US Army 
from the values agreed upon the time of the transfers down to approxi- 
mately 21% of cost value (enclosure B). 

(c) Classification according to kind and weight in tons of the stocks 
concerned, that have not yet been sold or have already been considered 
surplus or will have to be considered surplus (enclosure C). 

2. It is requested to submit these drafts to the Bizonal Economie Council for 
examination at the next meeting on 18-12-1947. In the event that the Bizonal 
Economic Council agrees to this transaction the drafts will be forwarded to 
Bipartite Board for consent of signing the agreement. 
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3. In the event that the Bizonal Economic Council approves this transaction 
it is requested to designate representatives authorized to sign for the Bizonal 
Council. The Bipartite Board needs this information in order to authorize the 
designated representatives in due form to sign the agreement. 

(Signed) R. KEetLLert, 
Colonel, Br. Secr. 
(Signed) E. LInpe, 
US Secr. 


Exuisir 61E 
LIst OF CONTRACTS ENTERED INTO BY STEG Witu ForeIGN BUYERS FROM OcTORER 
1, 1950, UNTIL Marcn 8, 1951 
List of all exports effected within the “Signal Material Program’—Neu Aubing 


Amount of the contract 





Date Contractor Location Description Quantity 
U.8.$ DM 
16-10-50 Comint Paris Tubes___. 300 170. 69 
{- 7-50 | Botana Madrid Tubes 1, 550 1, 119. 29 
29- 7-50 Jugoelektro Beograd Tubes 341 212. 00 
2- 9-50 | Comint Paris lubes 3, 500 6, 474. 97 
10- 8-50» - Fabricant New York Tubes 5, 506 2, 200. 00 
10- 8-50 | Fabricant New York Tubes 10, 000 11, £00. 00 
12- 8-50 Mercury Bola- Boeteborg Recording paper ! 1, 069 417. 88 
get. 7 
14- 8-50 | Fabricant New York Tubes 500 1, 108. 00 1, 648. 06 
21- 8-50 | P.S. L. & Cie Paris Teletyping machine 5 901. 80 3, 783. 00 
TG 7. 
Telephone field trunk 100 
D 71. 
Telephone field trunk 100 
BD 72. 


, 000 11, 206.23 | 47,010.13 
5, 000 10, 000. 00 41, 950. 00 


Field telephone 1 
5 
8, 781 5, 396. 51 22, 628. 10 
3 
2 


23- 9-50 | Electronie | New York Tubes a 
Center, Ine. 


13, 040 2, 650. 34 11, 118.19 

| 92,603 | 18, 650. 20 78, 241. 77 

12- 950 | Nasse Frankfurt Radio receiver and 150 | 8,340.00 34, 986. 30 
transmitter BC 721, | | 

14- 9-50 | Fabricant __- New York Tubes 28,000 |} 10, 600. 00 44, 467. 00 

16- 50 | S.A.1.T Bruessel Frequency meter set 12 R38. 85 3, 518. 87 

SCR 211, 

26- 9-50 | Bengtsson CGoeteborg Frequency meter set 12 771. 00 3, 234. 27 
SCR 211. 

28- 9-50 | Dr. Huber Zuerich ___ Handy talky BC 611 32 1, 024. 00 | 4, 205. 68 

28- 950 | Fabricant _.| New York Cable CD 307_-- 30,000 | 6, 900. 00 28, 945. 50 

20-10-50 | Marte : Rom Cable 3 E 356_- 500 1, 191. 90 5, 000. 00 

2-10-50 | Vibrometer Fribourg/ | Tubes j 30 54. 99 230. 60 
| | Sehweiz. | | 

24-10-50 | Elementra_ s’ Gravenhage_| Tubes__............-. 42 45. 34 190. 20 

20-11-50 | S.A. I. T Bruessel _..| Frequency meter set 12 838.85 | 3, 518. 98 
e SCR 211. 

5-12-50 | Bogoni _..--| Verona _.... Cable 1k 110m 253,900 | 3, 107.09 | 13, 034. 24 
14-12-50 | Maspeth __.| Brooklyn__._.| Telephone-flex- . _- 2, 000 ; > 
Teletyping machine } 3 

TG-7 complete. 
Teletyping machine Lk -tesion 
TG-7 w/o keyboard. 
Teletyping machine iy | 
TG-7 scrap-parts. 
| Keyboard, model 15._. 2 _ a = 
Teletyping machine 1 1, 030. 60 #, 320.85 
| TG-7 complete. | 
28-11-50 | Philips____- Hilversum__..| Aerial set ‘ are 1 Bs abba aly ois igh 
2 sets ea. MS 51/52/53 2 ere Gud 
| Mast base MP 48_. ON i lt 
Mast bracket MP 52 110 1. 939. 00 8, 124. 50 
30-11-59 | P.S.L. & Cie__| Paris_.........| Field telephone EE 8 2.200 | 25,506.56 | 107,000. 00 
29- 9-50 | P.S. L. & Cie__} Paris.......- _| Field telephone EE 8 200 <= 
Hand telephone TS9 40 1, 079. 16 4, 526. 66 
15-12-40 | Ruegg & Co. Baden/Schweiz.| Microphone T 17 E 110 278. 61 | 1, 168. 75 
28-12-50 | Ruegg & Co___| Baden/Schweiz | SCR 211___--- 7 1 ee 
T 30 keys. .--- 10 ; ion 
HS 30 U, head receiver 10 
HS 23, head reeeiver 10 161. 25 676. 60 
20-12-50 | P.S. L. & Cie. Paris, 4 Ave- | Cable 1 B 110 km 5, 000 42, 620. 00 182, O85. GO 
nue de 
' V'Opéra. ' 


! Packs, 
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List of all exports effected within the “Signal Material Program”’—Neu Aubing—* 










































Continued 
Date Contractor Location Description 
! T 
20-12-50 | P.S. L. & Cie_.| Paris.._...._-. MS .116/117/118_ ......--- 
MS 49/50/51/52/53_.__-.-- 
tT dino iiwecias 
MP 57 pote pee. ety 
20-12-50 | P.S. L. & Cie a aa ae ae 
20-12-50 | P.S. L. & Cie__| Paris....__.._- yee ae | 
Ts 9 hand telephone ___- | 
Ts al hand tele- 850 4h. Se) A 
one. | 
HB 30, head receiver....| 1,000 |.....-......].-...-...... 
T 30/45 microphone. . ___| _ >) Se he eae 
J as i ~~ aa | | PES St See 
DM 34 transformer._.__- 200 10, 825. 90 45, 414. 65 
16- 1-51 | Union Radio} Paris_...____.- . a as 3 .30 
lmp. & Co. 
30-12-50 | Hans Zeier____- | RE _ . eee | 
eee 
| Seer compat SCR 269.) 
SME BE | 
J) ia 
| Se RES ASS | 
SCR 522 daitibients de 
5. States 
i, @peeree ena 
26-12-50 | Novotechnie | Lindau_______. i 5% SRR Se at 
G. m. b. H. Si itiiiveswicecots | 
BC 306. -| 
pr a 
31- 1-51 | Hans Zeier eS 1 B 110 cable______._km__) 
17- 1-51 | P.S. L. & Cie__| Paris._._....._.| M8 116 (aerial set) -.-_-! 
} | MS 117 (aerial set). .____} 
| MS 118 (aerial set) - -_._. | 
20- 1-61 | Max Filueck...| St. Gallen.....; SCR 522.........-...... 
23- 1-51 | Campione_____| Cheur Liege_..| Tubes__-.-.-.----.------ 
23-1-51 — Re- | Steckibeim....| Tubes........ coik.ciecs 
io. j 
{6-1-51 | Manufactures | Eupen.._..__- it Eee 
de Cables | } 
electrique et | 
de Caout- | 
chouc. | | 
2-2-51 | Kroll Trading | New York-_. a Head receiver HS 18-___| 1,000 480. 00 2, 016. 00 
omp. | 
9-2-51 | Paul Fabricant | New York_...| Head receiver HS 33_-_.| 7,800 |-----------_]_------- 
| Head receiver HS 28 7, 500 |.-- --+-----| ETE SV eT 
Microphone T 17__...._- } "S > as eee 
Head receiver-bow ______| 1, 800 |. ne 
Head Pomme es rubber 11, 000 18, 035. 00 75, 656. 00 
earpiece. 
| MX 41/Ar, MC 162A_.-|...._ Ses er ee 
13-2-51 | (Contract in | Montreal____. —— TC | 117 | 36,150.40! 151,651.00 
aration) | 30. } 
Radio Engi- 
} — | | 
std. i | 
19-2-51 Svensk-Dansk | Stockholm_...| SCR 555__-....-_...---- 7 Pe oh 
} Exp. | . 9 Saees | 7 | 21,659.12 | 90,860.00 
20-2-51 | Mercury Bola- | Goeteborg._._. Delco-aggregat.-.......-- 350 33, 373.00 | 140,000.00 
| get. 
27-2-51 | Telekompaniet | Goeteborg____- Currency station KZ 14__| 25 2, 234. 81 9, 375. 00 
| 2-251 | Otto Arendt___| Hember fy oe ee 8 | 1, 106. 08 | 4, 640. 00 
| abrenfeld | 
Augusten- 
} oehe 7. } | HOW 
30-1-51 | Radio Parts of Kopenhagen__| Tubes ieildgieaebbhaeiadie | 51 | 41.72 { ott 
| 1-3-51 | Metron, ine...| Bruessel_____ - ttc g ma- | 4 9,612.44 | 40,326.00 
| chine } 
: 9-2-51 | J. M. Feiring__| Oslo_. ‘ oo _ 239 | 163. 81 | 687. 20 
13-3-51 Ruegg & Co.__| Baden/Schweiz | Microphone Oe 75 | el, ph Val. 
Head receiver HS 18____| Bi... ‘Se 
| Hand telephone TS 13.-| mee Bivsea 
| Relais_. --| 12 | 243. 32 | 1, 020. 73 
Head receiver HS 33_- | ee epee 
9-3-51 | Telion A. G_..| Zuerich.......| Tubes..........- tal 204 | 214.67 | 900. 55 
82897—51—pt. 1 41 
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List of all exports effected within the “Signal Material Program”’—Neu Aubing— 






































Continued 
Amount of the contract 
Date Contractor Location Description Quantity 
U.8.$ DM 
93-51 | Emporium A. | Basel__......-- Tree amplifier EE Fee ee CR 
a. 89. 
Telephone-testing im- ee ee 
lement EE 65. 
3 AS Eee BR PE Rake 
. ¢ SRR ees Ob RRR SE oe ile 
of Tr 7 SE: 6 Eres 
i  . ee Aa SER, 1 BE GEES 
Spese parts thereto SCR SS Ct eee 
625. 
Climbing equipment-..- SS a a 
Field telephone _ ex- A ee 
change BD 71. 
SPP Gc coskedeudescé~ 300 | 90,794.00 | 380, 880.80 
14-3-51 | Elmetra. a S°Ganvemeet Tee cc necpactensve 15 34. 92 150. 00 
14-3-51 | Nera Norsk, | Oslo_.......--- Tubes RS 383_.-_.......- 3 77.19 323. 80 
Elektronikk 
og Radio. 
15-3-51 | Societe Com- | Paris.......--- Frequency meter set 40 4, 552. 00 19, 095. 74 
merciale SCR 211, 
d’Applica- 
tions In- 
dustr. & 
Brevets. 
Exursit 61F 


DEPARTMENT OF STATE, 
Washington, April 6, 1951. 
The Honorable Hersert C. BoNNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

My Dear Mr. Bonner: Transmitted herewith is supplementary information 
requested by the Subcommittee on Intergovernmental Relations of the House 
Committee on Expenditures in the Executive Departments, in the subcommittee 
hearing on war surplus property on March 15, 1951: 

Enclosure A: Principal STEG officials and stock ownership in STEG 
(p. 137-188 of the Report of Proceedings). Information concerning the 
names of directors of STEG has not yet been received. (See exhibit 15, p. 81.) 

Enclosure B: STEG depots containing material of United States origin. 
(See exhibit 61G, p. 635.) 

Enclosure C: Stockholders and officers, Trucks and Spares, Inc., and Con- 
tinental Motor Trust. (See exhibit 18, p. 94.) 

Enclosure D: List of sales by STEG for export. HICOG advises that it is 
forwarding similar information on STEG offices not covered by the attached 
list. (See exhibits 61H1-61H4, pp. 636-645.) 

Enclosure E: Shipments to iron-curtain countries. (See exhibit 19, p. 96.) 

Enclosure F: Contracts entered into by STEG since October 1, 1950, with 
buyers exporting to United States. (See exhibit 21, p. 103.) 

Enclosure G: Data concerning Mr. George Lawson. (See exhibit 61I, 
p. 646.) 

Enclosure H: Statement—The extent to which the United States High 
Commissioner for Germany has control over former United States surplus 
property held by STEG. (See exhibit 61J, p. 646.) 

Enclosure I: Reporting to the Department of State on disposal of STHG 
stocks. (See exhibit 61K, p. 647.) 

Enclosure J : Counterparts of STEG in Austria, France, Belgium, and Italy. 
(See exhibit 22, p. 182.) 

The committee counsel requested information concerning an article in the 
Washington Sunday Star of March 18, 1951, reporting a warrant against Mr. 
George Dawson, and an article in the Washington Post, March 17, reporting the 
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seizure of books of a Frankfurt company dealing with STEG. This information 
has been requested from HICOG and is furnished as enclosure K. (See exhibit 
61 L, p. 647.) 

In reviewing the report of proceedings, it appeared that certain points regarding 
the surplus property agreements, the status of STEG and export controls were 
in need of clarification. There is attached as an enclosure a supplementary 
statement which may be found useful in clearing up these points. It is requested 
that this statement be entered into the record. (See exhibit 61M, p. 647.) 

There is also attached as enclosure M a memorandum on the utilization in 
the MDAP of surplus military equipment and supplies, covering questions referred 
to at pages 357 to 376, inclusive, of volume 3 of the report dated March 16, 1951. 
(See exhibit 60N, p. 649.) 


Sincerely yours, 
JacK K. McF ati, 


Assistant Secretary. 


Exuisir 61G 


STEG Depots CONTAINING MATERIAL OF UNITED STATES ORIGIN 


Bamberg New Aubing 
Ludwigsburg Nurnberg-Roethenbach 
Wiesbaden-Roehrenlager Kitzingen 
Mannheim-Luettich-Kaserner Kassel-Waldau 
Mannheim-Friedrichsfeld Cannstatt 


Rothenberger (Gelnhausen) Heilbronn 
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Exuisit 611 


Data CoNCERNING Mr. GeorceE DAWSON AND THE CONTRACT WitH STEG 


Mr. George Dawson negotiated a contract with STEG in the amount of $3,200,- 
000 on February 28, 1950, acquiring all remaining STEG automotive stocks as 
of that date. It is reported that a $250,000 performance bond was furnished by 
Continental Motor Trust, in two payments: March 10, 1950, $100,000; and April 
16, 1950, $150,000. These funds were deposited to the account of STEG, but were 
not to be used unless the conditions of the contract were not fulfilled. 

On March 13, 1950, Trucks & Spares, Inc., was organized to implement the 
contract. (See enclosure C.) Dawson executed a power of attorney in favor of 
George Mitchell (formerly known as Jorge Karmin-Mitchell), 37 Rue la Perouse, 
Paris, and Horst Pelekman, Frankfort, Wohlerstrasse 10, to conduct Dawson's 
business under the contract. The original contract between Dawson and STEG 
was retroactively superseded by a new contract dated September 14, 1950, in the 
— of DM 13,440,000, assigning rights in the original contract to Trucks & 

pares. 

As stated in enclosure C, Trucks & Spares stock was sold to the Continental 
Motor Trust, Lichtenstein. 

Investigation indicates that there may also be some relationship between Daw- 
son and GEFO Trust, Lichtenstein, which has offices in Zurich, 32 Hamhof- 
strasse; Paris, 23-27 Avenue Montaigne; Vaduz, Lichtenstein; and Washington, 
D. C., Southern Building. The Zurich address is also shown on correspondence 
of George Dawson. 

Other reported associates are G. J. Cochburn, Dr. Paul Hagenbach and Voight 
of Zurich, and F. E. Wykes, managing director, Antwerp Shipping & Trading 
Corp., Tower Building, 39 March aux Souliers, Antwerp. 





Exursir 61J 


THE EXTENT TO WHICH THE UNITED STATES HIGH COMMISSIONER FOR GERMANY 
Has Autnority To Exercise Controt Over ForMER UNITED States SurPLUs 
Property Help By THE STAATLICHE ERFASSUNGS-GESELLSCHAFT FUR OFFENT- 
LICHES Gut M. B. H. (STEG) 


The only control over STHG property of United States origin which the United 
States High Commissioner for Germany can exercise is the control permitted 
under the terms of the agreements pursuant to which the property was originally 
transferred to the Germans and, in his capacity as the United States representa- 
tive on the Allied High Commission, under the provisions of the occupation 
statute. 

It is understood that the committee has before it copies of the agreements under 
which the surplus property sales were concluded. It will be noted from these 
agreements that the United States has no authority over the resale or other 
disposition of the property by STEG, nor does it have the legal right of recapture 
except prior to the physical transfer of the property to STEG. All of the property 
was physically transferred to STEG during 1947 and 1948, and no transfers have 
been made since that time. The German authorities have the legal right under 
the terms of the agreements, therefore, to dispose of the property within Ger- 
many or for export as they may see fit. 

As brought out in testimony before the committee, however, a substantial 
amount of the property has been reacquired by the Army with the consent of 
the German authorities. Moreover, at our request the German authorities on 
March 17, 1951, placed a freeze on all property of United States origin in the 
custody of STEG in order to permit the reacquisition of any additional property 
which the Army may desire. 

Under the provisions of the occupation statute the United States High Com- 
missioner for Germany has no more authority over STEG than he has over any 
other governmental agency or private person or firm in Germany. Any control 
which he might wish to exercise over STEG would have to be undertaken in 
cooperation with the United Kingdom and French High Commissioners in the 
name of the Allied High Commission for Germany. It has never been the policy 
of the Allied High Commission to exercise controls under the occupation statute 
which would enable one of the occupying powers to take possession for its own 
use outside of Germany or to direct the disposition of property held by STEG 
or any other agency or firm in Germany except for reparations and restitutions. 
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Exureir 61K 


Does THE UNITED STATES HiauH CoMMISSIONER FOR GERMANY OR THE DEPARTMENT 
or STaTE RECEIVE REPORTS ON THE SALE OF Property py STEG? 


The agreement between the United States and the Bizonal Economic Council 
under which United States surplus property in Germany was originally trans- 
ferred to the Germans conveys no rights to the United States in respect of the 
disposition of the property by STEG, nor is STEG required to submit reports 
to the United States on sales or other dispositions. However, the agreement 
does contain a clause requiring the maintenance of records of the disposition of 
the property. It is presumed that such provisions would give the United States 
the right to call for such reports of disposition as it may desire. In this con- 
nection, the committee has requested a report on all sales by STEG of property 
for export. The United States High Commissioner for Germany has undertaken 
to obtain this information from STEG. (See Exhibits 60H1-60H5, pp. 636-644.) 


Exursit 61L 
BACKGROUND INFORMATION ON DATA REPORTED IN CERTAIN NEWSPAPER ARTICLES 
A. WASHINGTON SUNDAY STAR (AP), MARCH 18, 1951, WARRANTS AGAINST DAWSON 


Two warrants have been issued for the arrest of George G. Dawson by the 
United States district court in Frankfurt: 

1. Warrant July 21, 1950, on the basis of an affidavit by a German attor- 
ney, Dr. W. Lafontaine. The affidavit alleges violation of section 263, etc., 
of the German criminal code and recites details of transaction between 
Lafontaine’s client, George de Randich, and Dawson. 

Lafontaine is presently in jail in Germany on charges of attempting to 
obstruct justice. The details of these charges are not known. 

2. Warrant January 9, 1951, on the basis of an affidavit by Jaques Benson. 
The affidavit alleges that Dawson caused damage to the property of another 
for the purpose of procuring unlawful benefit to himself. A French firm, 
represented by Benson, had business relations with Dawson. 

Both cases appear to deal with actions arising from private business trans- 
actions. Neither of the above warrants has been served, since Dawson is not 
known to have been in Germany since their issuance. 


B. WASHINGTON POST (AP), MARCH 17, 1951, SEARCH OF BOOKS OF COMPANY DEALING 
WITH STEG 


United States District attorney, W. Fred Johnson, seized the records of Trucks 
& Spares under a search warrant, in search of information relating to the above 
warrants for the arrest of Dawson. HICOG reports that nothing of significance 
was found. 





Exuisir 61M 


OFFICE OF THE FOREIGN LIQUIDATION COMMISSIONER BULK SALE AND UNITED 
States ARMY EUROPEAN COMMAND SALE OF SURPLUS PROPERTY TO THE GERMAN 
BizonaL Economic CouNcIL 


OFLC BULK SALE 


This bulk sale agreement, signed January 23, 1948, transferred to the Bizonal 
Economic Council (predecessor of the German Federal Republic) all remaining 
Army and Air Force property in Germany which had been declared surplus. This 
sale was considered desirable because of the shrinking market for surplus prop- 
erty, shortage of dollar customers, rapid deterioration of the property, the saving 
in administrative costs which would result and the probability of obtaining an 
equal or better return to the United States than could be expected from con- 
tinned piecemeal sales. It was likewise considered that such a sale would aid 
in stimulating the reconversion of the German economy thereby reducing ultimate 
costs to the United States taxpayer by use of the property in Germany or the 
sale of portions of it to obtain foreign exchange. The agreement was similar in 
its general character to other OFLC bulk sale agreements conveying large quan- 
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tities of surplus to foreign governments. The price set was 21 percent of the 
United States cost price. This purchase price constitutes a deferred dollar 
charge against the German Government, with any unpaid balance to be settled 
in accordance with terms to be arranged at peace treaty discussions. There is 
also a provision in the agreement whereby the United States may call for ac- 
celerated payments in deutschemarks for any United States Government use in 
Germany. Under the agreement the Germans are obligated to provide appro- 
priate receipts for the property transferred and maintain records of the disposi- 
tion of the property. The obligation to maintain records of disposition carries 
with it the implication of the right of the United States to examine such records 
but does not imply any obligation upon the United States to do so. 


EUCOM SALE 


During the course of the occupation the United States Army had made avail- 
able to the German economy quantities of material excess to the Army’s needs 
when the destitute state of the population, the need for rehabilitation of indus- 
try and agriculture, or other purposes of the occupation could be served by this 
means. This property was turned over on “quantitative receipts” which indi- 
cated the nature and quantity of the property turned over and its cost price but 
did not set a selling price. Simultaneously with the signing of the OFLC bulk 
sale agreement on January 23, 1948, the disposal of this property turned over on 
quantitative receipts was formalized in an agreement between the European 
command of the Army (EUCOM) and the Bizonal Economic Council. The sale 
price was agreed at 21 percent of cost price as in the bulk sale agreement and the 
terms of payment are identical with those of the bulk sale agreement. 


THE CONNECTION OF HICOG WITH STEG 


STEG is a German Government corporation organized in 1946 for the pur- 
pose of receiving, rehabilitating, and disposing of property turned over to the 
German economy by the United States in furtherance of the occupation mission. 
Its existence antedates the establishment of the Federal German Republic. 
STEG was designated by the German Bizonal Economic Council as the agency 
to accept title and possession of United States surplus property turned over to 
the German economy. The transfers of surplus property to the Germans were 
accomplished in the years 1947 to 1948, prior to the establishment of HICOG, 
during the time the Army was responsible for the administration of the occupa- 
tion in Germany. HICOG’s legal powers in connection with STEG are limited 
to the auditing of the original inventory documents to see that the United States 
receives proper payment and to such examination of the records of disposition 
of the property as might be desirable in accordance with the bulk sale agreement. 
HICOG does not have the power to require prior approval of any sale STEG 
may make to German or foreign buyers. 


RIGHT OF RECAPTURE AND FREEZE 


The only right of recapture contained in the OFLC bulk sale agreement pro- 
vides solely for recapture of property declared surplus before actual possession 
of such property had been taken by STEG. Once property had come into the 
possession of STEG there exists no clear legal right to recapture, This is true 
of similar OFLC bulk sale agreements with other countries. 

The freeze in the autumn of 1950 of all material of United States origin be- 
longing to STEG and some which STEG had sold but which was still in its 
depots was in fact accomplished and the property desired by EUCOM was re- 
acquired through the cooperation of the German Government, rather than on 
any legal right created by the language in the agreements. In several cases of 
reacquisition of material which had been sold by STEG but was still in their 
physical custody, claims for damages have been lodged by the purchasers against 
the Army. The ability to recapture during the present freeze will again rest 
on the cooperation of the German Government authorities. Where material is 
reacquired from STEG, there must be an appropriate adjustment of the German 
obligations to the United States. 


EXPORT CONTROLS 


In common with OFLC agreements with other countries the bulk sale agree- 
ment contains no provisions by which the United States High Commissioner or 
the Army may exercise controls over the ultimate disposition and end use of mate- 
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rials turned over to STEG. At the time the agreement was made the normal 
administrative procedures for export controls by the occupation authorities were 
ample to protect United States interests. At present, based on other powers 
which are being exercised by the Allied High Commission over exports from 
Germany, the export of goods of military value such as certain types of automo- 
tive equipment and spare parts and communications equipment requires the ap- 
proval of the Allied High Commission. During and after the 1950 freeze a 
procedure was worked out informally with the German export licensing author- 
ities and with their agreement all exports of material from STEG stocks of 
military value were referred to HICOG for review and approval. Before giving 
such approval. HICOG checks with the European command of the Army 
(EUCOM) and grants approval only if EUCOM advises that it does not wish to 
reacquire. No export of such material to Soviet-controlled countries is ever 
approved. 





Exutsir 61N 


MEMORANDUM ON THE UTILIZATION IN THE MDAP oF Surpius MILITARY 
EQUIPMENT AND SUPPLIES 


(April 5, 1951) 


The committee has raised questions about what has been done under the 
Mutual Defense Assistance Program to utilize surplus military equipment 
and supplies: (1) wherever located outside the United States and (2) located 
specifically in Western Germany. 

1. Since the close of World War II, the Department of the Army has utilized 
its surplus stocks located throughout the world in its implementation of approved 
foreign military assistance programs. These include programs for Greece, 
Turkey, Iran, Philippines, China, and the Western Hemisphere defense program. 
In particular, substantial quantities of surplus United States military equipment 
were furnished to Greece and Turkey under the earlier programs of military 
assistance for those countries. Since the initiation of the Mutual Defense 
Assistance Program, the Department of the Army has made a world-wide survey 
of its stocks for use in meeting MDAP requirements. Large quantities of equip- 
ment have been furnished to eligible MDAP countries from the European and 
the Far East Commands. This surplus equipment has been furnished to the 
MDAP without cost except for rehabilitation charges and expense incident to 
the transfer of this equipment. 

With regard to surplus equipment of United States origin which the Depart- 
ment of the Army had found uneconomical to retain and, accordingly, had trans- 
ferred to other friendly governments prior to the enactment of the Mutual 
Defense Assistance Act, the Department of State despatched a mission to Europe 
in 1949 with a view to promoting the utilization of surplus United States equip- 
ment for mutual defense. This group, known as the Eichholz Mission, investi- 
gated the utilization of surpluses of military equipment of United States and 
of British origin in Western Union countries (United Kingdom, France, Belgium, 
Luxembourg, and the Netherlands) and Italy. The mission found that United 
States surpluses of military equipment and supplies in Western Union coun- 
tries had been well maintained and effectively utilized, and that all Western 
Union countries were submitting to the Western Union Supply Board (the 
military supply group, under the Brussels Pact, which has been merged into 
the North Atlantic Treaty Organization) complete lists of equipment available 
for transfer among them. The British had actually made transfers to the 
French under this program. 

The question has been asked whether or not our officials have encouraged co- 
operation among the various countries with a view to those countries making 
their surplus stocks of equipment available for the purposes of mutual defense 
assistance. These countries, and particularly the United Kingdom and France 
to which the committee specifically addressed itself, have undertaken to assume 
the responsibilities of mutual defense assistance. To cite one category of ex- 
amples, the Department of State has had frequent requests for approving trans- 
fers of lend-lease equipment, most of which have been granted, since these trans- 
fers further the purpose of the Mutual Defense Assistance Act. In consider- 
ing these requests for transfers, we have taken the position that before a Euro- 
pean NAT country may transfer such equipment, that country must first offer 
the equipment to other members of the NATO to ascertain whether or not any 
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of the other member countries could utilize the materials for their own armed 
forces. In the case of Belgium, as has already been pointed out to the commit- 
tee, nearly the entire available surplus was taken by other members of the North 
Atlantic Treaty Organization, including the United States, and has been trans- 
ferred to their armed forces. 

The European NATO countries do not have substantial surpluses of equip- 
ment which is not of United States origin (that is, not obtained from the United 
States). Such surpluses as do exist consist of small quantities of generally obso- 
lete equipment, which would require rehabilitation, modernization and the provi- 
sion of spare parts and operating suplies, such as ammunition. In this connec- 
tion, it should be noted that Canada, which does not receive grant aid from the 
United States, is taking steps to standardize on United States equipment and 
is furnishing British type equipment, as it becomes excess to the needs of the 
Canadian armed forces, to other European NAT countries which have units 
equipped with British type equipment. 

In reply to the committee’s request for specific information, government-owned 
or government-controlled counterparts of STEG have been established by the 
governments of Italy, Belgium, and France to dispose of equipment and supplies 
of United States origin which had been acquired as surplus from the OFLC. A 
STEG-type institution was not established in Austria. 

2. With regard to utilization of surplus stocks of military equipment and 
supplies of United States origin located in Germany, i. e., STEG stocks, the 
Department of State, in collaboration with the Department of Defense, has 
since the very inception of the MDAP at the end of 1949, sought to accomplish 
the best interests of the United Staes in the utilization and control of surplus 
military stocks sold to the German Government (STEG). As a result of such 
early efforts, the United States representative in London placed in April 1950 
before the Military Production and Supply Board of the North Atlantic Treaty 
Organization, a list ef equipment and supplies held by STEG, in order that the 
respective governments might avail themselves of this source of supply through 
normal commercial channels. As a result various NATO countries made pur- 
chases of the STEG equipment. France, for example, purchased jeeps and 
reconnaissance scout cars for use in the Far East. 

The greatly increased demand upon the supplies of military equipment that 
came with the outbreak of the conflict in Korea, led to a reevaluation of the 
economies that might be achieved by acquisition of usable STEG equipment and 
rehabilitating it. Accordingly, in September 1950, a freeze order was placed on 
all of this equipment in order to permit EUCOM to screen the STEG inventory. 
EUCOM was authorized by the Department of the Army with the concurrence 
of the Department of State, to reacquire what it felt it needed. The general 
freeze imposed was temporary and was succeeded by a freeze upon specific 
categories of items, for which EUCOM foresaw requirements. After KUCOM 
identified the items which it wished to reacquire, the freeze was lifted. Another 
freeze has now been imposed, however, and further reexamination is in process 
for screening STEG property against the background of world-wide require- 
ments as they are developing. 

The foregoing memorandum covers the questions raised in the Subcommittee 
on Intergovernmental Relations of the Committee on Expenditures in the Execu- 
tive Departments—War Surplus Property, in volume 3 dated March 16, 1951, 
pages 357 to 376 inclusive. 


EXHIpItT 62A 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., May 19, 1951. 
Hon, HEersert C. BONNER, 

Chairman, Intergovernmental Relations Subcommittee of the House Com- 
mittee on Expenditures in the Executive Departments, House of Repre- 
sentatives. 

Dear Mr. Bonner: I am forwarding herewith the comments of Lieutenant 
Colonel Cone of the Detroit ordnance district with regard to certain statements 
made by Mr. Morris Klein in testimony before your subcommittee. You will 
recall that my Department counselor, Mr. Shackelford, discussed this matter 
with you earlier in the week. He then agreed with Mr. Small of your staff to 
submit within several days the enclosure for inclusion in the record of the 
hearings. 
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I shall send you shortly the results of the survey of STEG depots by the 
technical service teams which recently returned from Germany and the inter- 
change of cables which led to the recent freeze of surplus property in those 
depots. I am now having the cables declassified. 

I shall be glad to furnish any further information which you may desire. 

Sincerely yours, 
FRANK PAceE, Jr., 
Secretary of the Army. 


Exursir 62B 
STATE OF MICHIGAN, 
County of Wayne, 3s: 

John M. Cone, being duly sworn, deposes, and says that he is an officer in the 
United States Army, with the rank of lieutenant colonel, Ordnance Corps, that 
he is deputy district chief of the Detroit ordnance district and commanding 
officer of that installation, that he has read what purports to be a certain extract 
of the record of the testimony of one Morris Klein at a hearing before the Sub- 
committee on Intergovernmental Relations of the Committee on Expenditures in 
the Executive Departments, sometimes known as the Bonner committee, that 
here following are set forth portions of the testimony of Morris Klein as taken 
from the said record, and the following such quoted portions of the testimony is 
the rebuttal comment of this deponent, and all statements set forth in such 
rebuttals are, to the best of this deponent’s information and belief, accurate, 
and true. 


TESTIMONY A 


“Mr. LANTAFF. Well, now, were you informed by some officials in the Detroit 
Tank Arsenal of this shortage in the arsenal and this need for spare parts in the 
arsenal? 

“Mr. Kern. Well, sir, as far as them informing us, it is public information. 
They publicized IFB, that is, invitations to bid, and it is open to the public for 
one to go up and inspect them. 

“Mr. Lantarr. That was in August of 1949? 

“Mr. KLEIN. Well, it was prior to that also. I mean, these bids. 

“Mr. LantarF. It was prior to the outbreak of the Korean war? 


“Mr. LANTAFF. They were advertising for this type of spare parts in Detroit? 

“Mr. Kiern. That is right; that is correct, sir. 

“Mr. LAnTAFF. Do you have in your files any of those requests to bid published 
by the Detroit Tank Arsenal or any other Army agency? 

“Mr. KLEern. Well, yes, sir; there is abstracts that the agency publicizes every 
day, every day of their business week, I imagine. It is open to the public to go 
in and leaf through them and take whatever information you care to off of 
them.” 


REBUTTAL COMMENT 


Procurement of automotive spare parts since May 1948 has been governed by the 
Armed Services Procurement Act of 1947 (Public Law 413, 80th Cong). Author- 
ized deviations excepted, this procurement has been accomplished through re- 
quired and specified means of formal advertising, whereby bids are solicited from 
the public at large and awards can be made only to the lowest responsive and 
responsible bidder. Wide publicity on and easy access to procurement informa- 
tion is an integral and required part of procurement by formal advertising. In 
fiscal year 1950, for example, Detroit ordnance district issued in excess of 2,500 
invitations for bid for automotive items, principally spare parts. A sample of the 
type of invitation for bid as then authorized and employed is attached as exhibit 
A hereto. 


TESTIMONY B 


“Mr. LANTAFF. Did you convey to any of the Detroit Tank Arsenal officials, men 
generally in charge of that particular arsenal, that you could acquire certain 
parts at Kitzingen and offer them to the Government at a certain price? 

“Mr. Kiern. That is known—I mean, that is known at the agency that we are 
listed as surplus dealers and they know our source of supply, that it is through 
the world over. 
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“Mr. Lanrarr. Did you have any discussions with any of the officials at the 
Detroit Tank Arsenal about your source of supply? 

“Mr. Kiern. That was brought up numerous times, sir. 

“Mr. Lantrarr. With whom? 

“Mr. KLELN. With I'd say in Detroit ; you have got to deal with probably 20 to 30 
different people. 

“Mr. LANTAFF. Did you ever talk to the commanding general there? 

“Mr. Kien. No, sir; it was not necessary. 

“Mr. LantaFr. Or the commanding officer? 

“Mr. Kern. It was not necessary. 

“Mr. Lantrarr. Who did you talk to? 

“Mr. Kiern. Well, it was discussed with Colonel Cone, who is the commanding 
officer. 

“Mr. Lantarr. Colonel] Cone? 

“Mr. KLern. Cone, sir. 

“Mr. Lantarr. And tell me about the nature of your discussions with Colonel 
Cone, and about when those took place 

Mr. KLEIN. From the standpoint of discussion I would be called in there te find 
out about deliveries. 

“Mr. LANTAFF. About when was this? 

“Mr. KLEIN. We have had 

“Mr. LANTAF¥F. Prior to Korea and after it? 

“Mr. KLEIN. Much further beyond Korea. I started to do business with the 
Government in 1948, the fall of 1948. And we have had discussions every week 
for that matter going in and checking on deliveries and specifications and so on 
and so forth. 

“Mr. LANTAFF. With Colonel Cone or with his staff? 

“Mr. KLerN. With his staff, that is right, that is correct, sir.” 





Rebuttal comment 

Oakland Truck Sales, Inc. is and has been a dealer in both new and surplus 
automotive items. The first postwar contract with this company, to the best 
of the recollection of the Detroit ordnance district, was in July 1948, when admin- 
istrative responsibility for a contract to supply engines to the Government was 
transferred from the Detroit Arsenal, which installation had consummated the 
contract in accordance with the then governing law and implementing regulations. 

All key personnel of the Detroit ordnance district, including this deponent, 
have had numerous conversations with Mr. Klein and other representatives of 
Oakland Truck Sales, Inc. These conversations have been restricted to contrac- 
tual matters connected with contract administration and enforcement, which are 
the responsibility of Detroit ordnance district. The default data contained in 
rebuttal comment to testimony I indicates that drastic contractual action, includ- 
ing sundry instances of default and establishment of damages, has been fre- 
quently required, but in each case only after all attempts of the Detroit ordnance 
district, including conferences with the contractor, have failed to secure perform- 
ance by the contractor of his contract requirements. 


TESTIMONY C 


“Mr. LANTAFF. Did you ever tell Colonel Cone that you could get certain of 
these spare parts such as axle assemblies and so forth at Kitzingen and would 
offer them to the Government? 

“Mr. KLEIN. They are well aware of that. I mean, they are well aware of our 
dealings, that we deal in surplus the world over. 

“Mr. LANTAFF. I am talking about specifically now, did you ever have any 
discussions with them as to where you were acquiring this surplus property from. 

“Mr. Kien, Yes, we had discussions to the extent that we procured the mer- 
chandise overseas. For instance, he would call me in and say, ‘Klein, how come 
so and so merchandise is not here yet?) Well, we have told them that we have 
had delays over on the other side, shipping difficulties, and so forth and so on. 

“Mr, LANTAFF. And would you say that those conversations took place both 
before—— 

“Mr. Kiet, And after. 

“Mr. LANTAFF (continuing). The outbreak of the Korean war and after? 

“Mr. Kien. That is correct. 

“Mr. LANTAFF. So that the commanding officer at the Detroit Tank Arsenal 
knew that this equipment was being acquired—I do not blame you in any respect 
for it, but he knew that this equipment was being acquired in Germany? 
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“Mr. Kern. To the best of my knowledge he did know. 
“Mr. LANTAFF. And resold to him? 
“Mr. KLEIN. That is correct. You see, we have to——” 


Rebuttal comment 

Mr. Klein, to the best of deponent’s recollection, has never mentioned Kitzingen 
or any other specific place in Germany as the source of supply of his material. 
In connection with defaulted contracts noted in rebuttal comment to testimony 
F, an explanation advanced by Mr. Klein wes that his inability to secure material 
from Germany was responsible for his failure to deliver supplies in compliance 
with contractual requirements. 

The Detroit ordnance district was not aware of the location or source of any 
material bid on by this company. From 1949 on, however, increasingly unsatis- 
factory delivery experience, based, according to the explanation of surplus con- 
tractors, primarily upon delays in delivery of contract required material from 
foreign sources, indicated that restrictions on surplus material were necessary. 
By July of 1950, bidding conditions had been revised as indicated in paragraph 
3g of the bidding appendix, supplemental conditions, an example of which is 
contained in exhibit A hereto. Further restrictions on this type of matériel 
have been adopted since that time. 


TESTIMONY D 


“Mr. LANTAFF. Let me go one step further. Who told you that when yuu 
brought this equipment in under bond that if you sold it to the United States or 
any of its agencies that the equipment, vehicles or parts, could be released from 
the bond? 

“Mr. KLEIN. Providing it was sold to the United States. 

“Mr. Lanrarr. Who told you that? 

“Mr. KLEIN. Well, that came through our shipper which he in turn handled 
it direct with the Custom authorities and before we went over to Europe to make 
these particular purchases we were advised. 

“Mr. LANTAFF. By whom? 

“Mr. KLern. By the authorities in Detroit that as long as we bring it in for 
resale to the United States Government 

“Mr. LANntTAFF. That was by Colonel Cone? 

“Mr. Kiern. Yes, and his staff there. 

“Mr, LANTAFF. Well, now, I do not like to refer to the general and his staff, I 
would like to know if the colonel told you, the commanding officer at the Detroit 
Tank Arsenal or if someone else. 

“Mr. Kien. No, sir, it did not come directly from Colonel Cone. 

“Mr. LANTAFF. Who did tell you that if you could bring these items of surplus 
equipment into the country under bond you could have it released provided you 
sold them to the United States Government ; who told you that? 

“Mr. Kien. That is pretty hard. There are so many people that we do busi- 
hess with there, that when we did get that information it was handled direct 
through customs in New York and they in turn took it up with the Commerce 
Department of every shipment. For instance, we brought in a bulk shipment, 
what was sold to the Government, we took our delivery receipts and presented 
them, showing what we had delivered to the Government, what was left in stock. 

“Mr. Lantarr. Then would they reduce your bond by the amount you had sold 
to the Government? 

“Mr. Kern. That is correct, sir. For a fact, as far as I know, the bond is still 
on yet, although they have no right to, because the merchandise—— 

“Mr. LANTAFF. Were you told that this could be done by the officials at the 
Detroit Tank Arsenal? 

“Mr. Kuern. Yes, sir. I mean, any particular one because there was——” 


Rebuttal comment 

The matter of customs bonds and import entry arrangements for surplus 
material into this country was at no time, to the best of deponent’s knowledge 
or belief, ever discussed by personnel of Detroit ordnance district with Mr. Klein 
or any other individual. A categorical denial of the entire allegation by Mr. 
Klein is entered. 
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TESTIMONY E 


“Mr. LantarFFr. So just by way of general review of this situation, the officials 
at the Detroit Tank Arsenal would publish daily and weekly summaries of the 
articles they desired to purchase? 

“Mr. Kern. Correct. 

“Mr. LANTAFF. And invitations to bid? 

“Mr. Kien. Right, sir. 

“Mr. Lantarr. And you would then read those and discuss the needs with the 
officials out there, including the commanding officer? 

“Mr. KLEIN. No, sir, that was not—that was not necessary to discuss it with 
them. I mean, when they publicize these bids, put them out there, they are open 
to the public. And in these bids they specify of what the surplus dealer has to 
deliver up to and we follow those particular instructions.” 


Rebuttal comment 
As indicated in rebuttal comment to testimony A, invitations for bid were issued 
in connection with purchase actions and were available, as required, to the 
general public. 
TESTIMONY F 


“Mr. LANTAFF. Then did you acquire some more motors? 

“Mr. KLEIN. No, sir. We traveled the world over trying to buy these motors, 
even went to the original manufacturer and as a result of that the United States 
Government defaulted me on them, and they have tied up a considerable amount 
of my money. 

“Mr. Lantarr. The motors that you were going to get to sell to the Detroit 
Tank Arsenal were picked up by UCOM in Germany for their use over there? 

“Mr. KLEIN. That is right, sir. 

“Mr. Lantarr. The Detroit Tank Arsenal was familiar with this difficulty? 

“Mr. KLEIN. I told them definitely. They were in fact—-there was a week-to- 
week discussion on that. 

“Mr. LANTAFF. What was the first item that you sold to them? 

“Mr. KLeEIn. That was these particular motors that I mentioned to you. 

“Mr. LANTAFF. You did not consummate that sale? 

“Mr. Kien. No, sir.” 


Rebuttal comment 

The motors referred to, it is believed, are covered by the following contracts: 

(1) W-20-089-ORD-2746 FS, which covered two types of engines. Of one 
type, only 66 engines were delivered against a contractual commitment of 314. 
Of the second type, only 16 engines were delivered against a contractual commit- 
ment of 40. Default action was taken on the respective balances of 248 and 24 
engines on February 9, 1950, resulting in establishment of damages, disputes, 
and appeals. 

(2) W-20-089-ORD-2830 FS. Against a contractual commitment for 168 
engines, 23 were delivered, and default action was taken February 9, 1950 on the 
undelivered balance of 145 engines, with results as in (1) above. 


TESTIMONY G 


“Mr. LantTaFF. Let my explain to you—you have been very cooperative with 
this committee—as to exactly what I am getting at. Public Law 152 recites that 
this surplus equipment is not to be returned to the United States unless it be 
determined by the Department of Commerce that the item is in short supply or 
needed for the economy of this country. 

“Mr. KLEIN. Right, sir. 

“Mr. Lantarr. And the thing that amazed me is the fact that the officials at 
the Detroit Tark Arsenal were actually encouraging bringing these back in and 
assisting in some interpretation of the law that because they needed them at 
Detroit that you could bring them back in from Germany and sell them to the 
Army. That is what I was interested in, and in fact that the officials were 
fully cognizant———- 

“Mr. Kien. They were definitely aware. 

“Mr. LANTAFF (continuing). Where you were getting the equipment. 

“Mr. KLEIN. Definitely, sir. 
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“Mr. LANTAFF. Actually had assisted in some manner in getting the interpre 
tation of the law that if any single tank arsenal in this country needed the items 
that then they were in short supply throughout the country.” 


Rebuttal comment 

Personnel at Detroit Ordnance District in no way encouraged bringing any 
surplus back to the United States for any purpose whatsoever, or made any inter- 
pretation of the law with regard to such action. The purpose of procurement 
by means of formal advertising is to encourage the submission by prospective 
contractors of the lowest possible bids for material required by the Govern- 
ment; and to this end, the development of the maximum quantity of competition 
on the open market is essential. All bidders were encouraged to give the lowest 
bid and best delivery commitments possible in connection with the procurement 
operations of Detroit Ordnance District. To this extent, and to this extent 
only, was encouragement given to Oakland Truck Sales, Inc. 

It is repeated that personnel of the Detroit Ordnance District in no way or at 
no time discusssed, aided, or sponsored any interpretation of law relative to the 
import of surplus material into this country. 


TESTIMONY H 


“Mr. Kiern. There definitely was a short supply for them, sir, for the simple 
reason that no manufacturer at that time manufacturing any of the items per- 
taining that the Army needed to rebuild a motor vehicle, I mean, I am speaking of 
specialized items, there was no other source but 

“Mr. LANTAFF. What do you mean by specialized items? 

“Mr. Kern. For instance, intermediate rear ends and particular type transfer 
case which is not in production for a fact. I do not doubt but what or whether, 
for a fact, I would say up until about 6 months, well, I would not say 6 months 
ago, I'd say just about 5 to 6 months ago they did start to manufacture any of the 
items that the Army needed from the standpoint of spare parts such as these 
specialized items that I am talking about. 

“Mr. Lantarr. Did you sell all of your surplus items that you sold—we will 
loosely refer to it, to the Government—did you sell them all to the Detroit Tank 
Arsenal or to other arsenals? 

“Mr. KLeIn. No, sir, that was the only one that we sold to. 

“Mr. LantaFr. Just the Detroit? 

“Mr. KiLeIn. That is correct. 

“Mr. LANTAFF. And automotive? 

“Mr. KLEIN. Yes, sir.” 


Rebuttal comment 

Procurement action is initiated only on those items required for vehicular 
maintenance and which are not in adequate depot stockage. These, since World 
War II, have included items, obsolescent or purely military in nature, which 
were not in current production by industry. Large savings have accrued to the 
Government from purchase of existing stocks in the hands of dealers, thereby 
avoiding the substantial additional costs of tooling and set-up charges. 

Contracts with Oakland Truck Sales, Inc. have been written at various times 
by (1) the Detroit Arsenal, (2) Detroit Ordnance District, and (3) the Ordnance 
Tank-Automotive Center. It is believed that the impression left by Mr. Klein 
was that a single “Detroit Tank Arsenal” was his sole contact on contractual 
matters. 





TESTIMONY I 


“Mr. LANTAFF. Just by way of my own interest, I believe you did generalize and 
say that you did sell about $1,700,000. 

“Mr. Kern. $1,700,000. We delivered approximately that much. 

“Mr. LantaFF. In other words, you recived approximately that much from the 
Detroit Tank Arsenal? 

Mr. KLE. Yes, sir; that is correct.” 
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Rebuttal comment 


SURPLUS PROPERTY 


A tabulation of contracts held by Oakland Truck Sales, Inc. and administered 


by the Detroit Ordnance District is as follows: 


[Data as of Apr. 25, 1951] 








Number of Number of | Approximate 
contracts line items | dollar value 
CII ON GI 6 icing rwcnasndnceraneeseseareowed 75 (‘) $1, 149, 000 
CIEE. 5 cod tcl cde sdansosbaseuensecduledandebud 17 41 874, 000 
Defaulted items.___....--- Ae EEE Ree ee ert ee ee Ae oh EOP See OF 2 1, 304, 000 
Damages on defaulted items: 
ee PE Oe ne en nnabonaiomencananees 122, 000 
(b) Estimated (repurchase not yet accomplished) ___-_..._|.........-....|--.-.--------- 294, 000 
Cp ae ORD I ids eo big he 6 db hes bh oe haw dp ee be debe ein ecsne ¥Ose 416, 000 
(dq) Amount withheld to date from payments to contractor_|..............|.....--------- 106, 000 














! Complete total not available without recall of closed contract files from AG Records Center, St. Louis. 
2 Based on contract price. 





TESTIMONY J 


“Mr. Bonner. Has your business sold any surplus United States Army ve- 
hicles, parts, to the United States Government agencies and departments? 

“Mr. Kern. Yes, we have sold to the United States Government, to the pro- 
curement department. 

“Mr. BONNER. What agency of the United States Government? 

“Mr. Kien. To the procurement section in Detroit called Tank Automotive. 

“Mr. Bonner. The National Defense? 

“Mr. Kiemn. That is right, sir.” 


Rebuttal comment 
As indicated in rebuttal comment to testimony H above, Oakland Truck Sales, 
Inc., has had contracts with at least the three agencies shown. 


TESTIMONY K 


“Mr. BonneER. How much have you sold to them, Mr. Klein, approximately in 
round figures? 

“Mr. KLEIN. As near as I can recall as of the other day I was checking up on 
it since we started doing business with them in 1948 we have delivered approxi- 
mately $1,600,000 worth of goods.” 


Rebuttal comment 
Reference is made to rebuttal comment to testimony I above, as to contracts 
administered by Detroit Ordnance District. It is believed that virtually all con- 
tracts entered into between the Ordnance Corps of the Department of the Army 
and Oakland Truck Sales, Inc., were or are being administered by the Detroit 
Ordnance District. 
TESTIMONY L 


“Mr. BonneR. I asked you about the material you had in bond. Is any Gov- 
ernment agency offering you any assistance getting this bond lifted so that you 
can sell this property? 

“Mr. Kern. Well, sir, it was not necessary for me to get the bond lifted for 
this reason, that once we sell to the United States Government, we automatically 
take our delivery receipts and turn them over to our broker, which, in turn, 
turns them over to the Customs Department and we show that the merchandise 
went back to the United States Government again is when they release the bond.” 


Rebuttal comment 
The Detroit Ordnance District is unaware of the internal operations of the 
contractor in connection with bonding of imports into this country. Accordingly, 
no information on the bonding matter can be offered. 
Joun M. Cone. 


Subscribed and sworn to before me this 15th day of May, 1951. 
[SEAL] Lioyp L. Horrz, 
Notary Public, Wayne County. 


My commission expires June 22, 1952. 
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May 16, 1951. 
After a careful review by the Ordnance Tank-Automotive Center including 
the Detroit Arsenal, the comments of Lt. Col. John M. Cone were found to fully 
and accurately cover the subject matter. 
Davip J. CRAWFORD, 
Brigadier General, USA. 


Subscribed and sworn to before me this 16th day of May 1951. 
[SEAL] ° Rovert Bruce, 
Notary Public, Wayne County, Mich. 


tat 


My commission expires March 5, 1955. 


Exnrsit 63 


CHRONOLOGY OF SIGNIFICANT UNITED STATES ACTIONS Errectinc STEG SInce 
Mr. McCioy’s ARRIVAL IN GERMANY 


July 1, 1949.—Mr. McCloy assumed the duties and responsibilities as United 
States Military Governor for Germany. 

September 21, 1949.—KEstablishment of the Office of the United States High 
Commissioner for Germany. 

August 15, 1950.—Virst notice to HICOG of Army interest of United States 
Army equipment and supplies in STEG depots. (Phone call). 

August 23, 1950.—Secretary of Commerce liberalized regulation relating to re- 
importation of United States surpluses abroad. 

September 8, 1950—Memorandum from Department of Army, General Staff, 
Washington, D. C., notifying all commanders in chief that requirements of para- 
graph 6b, AR 72-5, “Reacquisition of surplus items” were waived and the fol- 
lowing statement of policy promulgated by the Under-Secretary of the Army, 
governing the purchase by overseas commands by the Department of Army of 
items of property which had been sold as Government surplus. “Overseas pro- 
curement agencies of the Department of the Army may purchase items that have 
been sold as Government surplus whenever the purchase of such items would be 
advantageous to the Department of the Army. The Army in making such pur- 
chases may be subject to criticism. Therefore, each procurement of this type 
must be fully justified and approval of each purchase will be personally made by 
the Commanding General, Deputy Commanding General or Chief of Staff of the 
oversea command in which the procurement is to be effected, prior to consum- 
mation of the transaction.” 

September 14, 1950.—Cable from EUCOM to Acting Chief of Staff, G4, Wash- 
ington, in which EUCOM requested early authorization to reacquire STEG prop- 
erty. 

September 18, 1950 (Tab A).—Letter from EUCOM to HICOG officially re- 
questing the High Commissioner to direct STEG to freeze “specific stocks” held 
by STEG in their depots. (Norr.—HUCOM did not attach any list or explana- 
tion of “specific stocks.” ) 

October 2, 1950 (Tab B)—EUCOM “Record of important telephone conversa- 
tion” regarding ways and means of reacquiring former Army surplus stocks from 
STEG. This record states that in the event the German authorities do not co- 
operate the EUCOM could utilize its powers of requisition which everybody con- 
cerned was most anxious to avoid. 

October 5, 1950 (Tab C)—Letter from STEG to the Logistics Division, 
EUCOM, in which STEG advised EUCOM that they would continue the informal 
freezing and allowing EUCOM personnel to screen their depots for desirable 
items, but that before any items could be released or officially frozen an official 
request would have to be channeled by HICOG authorities to the Bonn Govern- 
ment who, in their opinion, were the only ones authorized to issue directives to 
STEG. 

October 9, 1950—Cable from Chief of Staff, United Army, to G—4 Cinceur, 
replying to cable of September 14, mentioned above, advising EUCOM the re- 
acquisition program was still under discussion between Army and State and 
suggesting that in the interim technical personnel survey STEG depots and ear- 
mark desirable items. (Nore.—Up to this point there was no clear-cut authority 
from either the Departments of Army or State to proceed on the reacquisition 
program. ) 

October 10, 1950.—Conference in Bonn between HICOG and the Ministry of 
Economics at which time HICOG requested the Federal Republic of Germany to 
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direct STEG to freeze all stocks of United States origin in the depots of STEG, 
pending receipt of lists of general categories to be surveyed by EUCOM. The 
Ministry of Economics agreed and so directed STEG as of 1700 hrs. 

October 18, 1950.—6-hour telecon conference with representatives of HICOG 
and EUCOM and representatives of State and Army. This effort succeeded in 
providing a better understanding by all concerned of the problems and awareness 
of the financial ramifications involved. Permission was not obtained by EUCOM 
during this conference to reacquire the desired items from STEN. However, 
State and Army concurred in the existing freeze. 

October 20, 1950 (Tab D).—Letter to the Ministry of Economics aki HICOG 
confirming conference in Bonn of 10th and transmitting lists of general categories 
and lifting the freeze on those items not contained in the lists of general catego- 
ries. (Nore.—Letter delayed awaiting lists from EUCOM.) 

October 21, 1950 (tab E).—HICOG received instructions from the Department 
of State granting authority for EUCOM to reacquire equipment and supplies 
from STEG. 

October 23, 1950.—EUCOM received from the Department of Army authority 
to reacquire equipment and supplies from STEG, subject to HICOG concurrence. 

November 1, 1950 (tab F).—Letter to the Ministry of Economics transmitting 
a quantitative detailed list of items selected by EUCOM and expressing no pres- 
ent interest in other STEG held goods. 

February 21, 1951 (tab G).—Letter to the Ministry of Economics transmitting 
a supplemental list of items desired by EUCOM, still owned by STEG. 

March 17, 1951.—Conference in Bonn between HICOG and Minister of Eco- 
nomics at which time HICOG requested the Federal Republic of Germany to 
freeze all stocks of United States origin in the possession of STEG. The Minis- 
try of Economies agreed and so directed STEG as of 1220 hours. 

March 19, 1951 (tab H).—Letter from HICOG to Minister of Economics con- 
firming Bonn conference of the 17th. 

March 19, 1951 (tab I).—Letter received from Minister of Economics con- 
firming Bonn conference and requesting certain considerations be given in con- 
nection with the freeze. 

(Tab A) 


HEADQUARTERS, EUROPEAN COMMAND, 
APO 403, September 18, 1950. 


UnitTep States High CoMMISSIONER FOR GERMANY, 
APO 757, United States Army 
(Attention: Budget and Finance Division.) 

Dear Sir: Reference is made to telephone conversation between Mr. Monti- 
cone, your office, and Lieutenant Colonel Huntsberry, this headquarters, on 
September 15, 1950, in regard to reacquisition by the United States Army of 
STEG stocks. 

It is requested that STEG officials be directed to freeze specific stocks at the 
request of representatives of the technical services, this headquarters, pending 
receipt of authorization from the Department of the Army to reacquire such 
stocks. 


Sincerely, 
W. R. Rogsrs, 


Captain, AGC, 
Assistant Adjutant General. 


(Tab B) 


OFFICE OF THE UNITED STATES HIGH COMMISSIONER FOR GERMANY—RECORD OF 
IMPORTANT TELEPHONE CONVERSATION 


(September 13, 1950) 


Subject: Reclamation of essential items of equipment from STEG. 

From: Colonel Willis. 

To: Colonel Flemming. 

Date: October 2, 1950. 

Hour: 1100. 

Résumé of conversation or action taken: Said that they were prepared to go 
ahead with the requisitioning from STEG or from the contract owners of 
property which had been turned over to STEG as was necessary. 
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They have consulted with Colonel Binns’ office and the Judge Advocate Gen- 
eral’s office on these matters and had come to the conclusion that there was con- 
siderable danger of the STEG administration not cooperating with the occupa- 
tion forces in the requisitioning, would in fact earmark these supplies for con- 
tract owner, which would cause the prices to go considerably higher. 

It was suggested that in order to obtain the cooperation of STEG, that any 
STEG property which is requisitioned from a contract owner be paid for from 
STEG counterpart funds. The idea was that this would bring about the coopera- 
tion of STEG in keeping the prices down and prevent them from turning over 
to a third party any more property than was absolutely necessary. 

Colonel Flemming pointed out that such a scheme was, in effect, asking that 
STEG DM counterpart funds be used to pay a part of the occupation costs and 
that such an arrangement must of necessity be concurred in and require the 
cooperation of the Budget and Finance Division of Office of Administration. 
Suggested that Mr. Monticone be approached on this problem. Further reiter- 
ated that the Office of Economic Affairs would approve requisitioning of this 
property from STEG or from the contract owner, unless that contract owner is 
an allied national, in which case requisitioning of property is doubtful, but that 
the financial arrangements with STEG are strictly for Office of Administration 
solution. Public Finance of Office of Economic Affairs will consider when a 
supplemental figure covering requirements of United States forces is presented. 

Colonel Willis stated that he would get in touch with Mr. Monticone in an 
effort to straighten this out, but that in the meantime they would go ahead with 
the plan as worked out on Friday last. 


(Tab C) 
III GL/K/Ec, Octoser 5, 1950. 


To: Lt. Col. J. E. Willis, 
Logistics Division EUCOM, Heidelberg. 
Re: Our discussion at EUCOM on Monday, October 2. 

Deak Sir: I beg to refer to the discussion which took place on Monday, October 
2, at EUCOM Heidelberg during which you advanced some demands which the 
Army has to make with regard to freezing goods to be selected at STEG depots 
by Army officer teams and forthcoming requisitions by the United States Army 
with regard to goods within STEG premises, which, however, are already sold 
or under option. 

This very same subject was extensively discussed again on Wednesday, Oc- 
tober 4, between Mr. Mitchell, Budget and Finance Division, HICOG, Frankfurt 
(Main), and the presiding director of STEG, Dr. Wollnik. 

The result and consent of opinion of this meeting was that any and all de- 
mands which the Army has to make regarding STEG affairs should be forwarded 
through proper channels to HICOG whose responsibility it is to forward and 
negotiate such demands and problems to the Bonn government which, in turn, is 
alone able to issue directives which the STEG organization has to follow. 

At the same time it has been specifically pointed out that the STEG is not 
in a position to accept and follow demands and suggestions which might be put 
forward from the Army directly to STEG. 

On the basis thereof and in consequence of this discussion I have been asked 
to inform you of this situation and to point out that STEG is not yet in a position 
to block and freeze the goods selected by the officer teams for 45 days and to follow 
your further demands regarding forwarding sales contracts, etc., etc., unless 
such demands are upheld and directed to us by the Bonn government. 

We should ask you therefore to follow the procedure outlined above, that 
is to contact Mr. Mitchell in HICOG and thereupon have him approach the Bonn 
government for action on these and all other problems you pointed out to us 
last Monday. 

While the discussion at HICOG showed the necessity of clarifying the situation 
between the Army and STEG as outlined above, I should like to assure you at 
the same time that STEG wishes to and will endeavor to be of as much assistance 
to you as at all possible without violating German laws or directives from the 
Bonn government. More specifically, we wish to assure you that we have no in- 
tention to sell such selected goods quickly and that we want to give you ample 
time to arrange for the issuance of the necessary directives from Bonn through 
proper channels. 
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At the same time we should kindly ask you, therefore, to have the entire 
matter taken up quickly through HICOG with Bonn and to see to it that the 
necessary directives are forwarded to us from the Bonn government. 

Assuring you of our full cooperation in this matter 

Yours very truly, 
STAATLICHE 
ERFASSUNGS-GESELLSCHAFT, 
fuel oeffentliches Gut m.b. H., (Sree). 
(Signed) Kurrz. 


(Tab D) 
APO 757-A, Frankfurt, 
OFFICE OF ADMINISTRATION, 
October 20, 1950. 
DAs BUNDESMINISTERIUM FUER WIRTSCHAFT, 
MINISTERIALDIREKTOR Dr. Orro GRAF, 
Bonn 11, Gallwitz-Kaserne. 

Dear Dr. Grar: This is to confirm the understanding reached between us at 
our meeting on October 10, 1950, at which time you were requested to direct STEG 
to hold under tentative requisition for possible reacquisition by EUCOM all 
stocks and supplies of United States origin presently owned by, in the possession 
of, or controlled by STEG. Since that time BUCOM has indicated they are in- 
terested only on the items listed on the attachment. Consequently, any items not 
listed may now be freely disposed of by STEG. 

In addition, in the event a depot has been officially surveyed by EUCOM survey 
teams, you may inform STEG that any items the survey teams did not express 
an interest in at the time of survey may be released even though they appear 
on attached list. 

The final detailed list will be furnished you at the earliest possible date and 
has been promised by EUCOM on October 31, 1950. You may be assured that 
this office is doing everything possible to expedite the final selection of BUCOM. 

The effective date of the tentative requisition is 1700 hours, October 10, 1950. 

Your wholehearted cooperation in this matter has been greatly appreciated. 

Very truly yours, 
F. D. MrrcHe tt, IJr., 
Chief, Fiscal Services Division. 


(Tab E) 
CONFIDENTIAL 


PRIORITY 
CN-38389 
Orig Dtg: 20 Oct. 50,7 P. M. ’ 
Reed: 21 Oct. 50, 0540Z. 
From: Department. 
Sent: Frankfurt 2981. 
ACTION: FIS 2. 
Info: MB 2: Bonn/Hays, 1. 
FN 3: Bonn, 7. 
13: Berlin, 2. 
PM 1: H’berg, 1. 
OES 3: Ree, 2. 
A, 1: File, 1. 

Reference your 2750, October 02, Department 2652, October 9 and telecon 
October 18. 

Authorization granted to reacquire from or through STEG materials and 
equipment required by EUCOM with appropriate adjustment US claim under 
Surplus Property Agreement. Desirable handle this manner instead of requisi- 
tion procedure, avoid possible dollar ingredient and occupation cost complications, 

Determination reached here that deposit to miscellaneous receipts not re- 
quired. 

Request EUCOM Excess Property Account be used to effect proper adjust- 
ment after reacquisition rather than OFLC Bulk Sale Account. 


Army forwarding parallel instructions to EUCOM. 
ACHESON. 


2750 02 Oct 50, CN 5536 FN. 
2652 09 Oct 50, CN 37553 FIS. 
CN 38389 21 Oct. 1950 BG/hz Srl. No. 2981. 
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(Tab F) 
APO 757—A, FRANKFURT, 
OFFICE OF ADMINISTRATION, 
November 1, 1950. 
Das BUNDESMINISTERIUM FUER WIRTSCHAFT, 
MINISTERIALDIREKTOR Dr. Ortro GRAF, 
Bonn 11, Gallwitz-Kaserne. 

Dear Dr. Grag: This letter is written in further implementation of the 
understanding reached between us at our meeting on October 10, 1950, and con- 
firmed to you by my letter of October 20, 1950. 

EUCOM has now furnished a detailed list of supplies and equipment which 
are being reacquired. A copy of this list is herewith furnished to you for your 
information and guidance. Items owned by, in the possession of, or controlled 
by STEG and appearing on the attached list are no longer available for disposal 
by STDG and pliysical possession of such supplies and equipment will be taken 
by EUCOM as rapidly as possible. Items owned by, in the possession of, or 
controlled by STEG and not included in this listing and not otherwise specifically 
selected by EUCOM for reacquisition may be freely disposed of by STEG. It is 
possible that EUCOM will require additional items not listed which are held 
by STEG but such items may be freely disposed of until such time as EUCOM 
may indicate that it intends to reacquire specific items. 

We are prepared to commence discussions with you to determine a fair and 
reasonable price for the items reacquired by EUCOM when you have completed 
your preparations for such discussions. Such discussions should also encompass 
the method to be used in giving the Federal Republic credit for the supplies 
and equipment reacquired by EUCOM. 

Your Cooperation in this matter continues to be a source of satisfaction to 
us. 


Very truly yours, 
F. D. MrroHett, Jr., 


Chief, Fiscal Services Division. 


(Tab G) 


APO 757-A FRANKFURT, 
OFFICE OF ADMINISTRATION, 
February 21, 1951. 
Das BUNDESMINISTERIUM FUER WIRTSCHAFT, 
MINISTERIALDIREKTOR Dr. OTTO GRarF, 
Bonn 11, Gallwitz-Kaserne. 

Dear Dr. Grav: This letter is written in further implementation of the 
understanding reached between Mr. Soika of your office and our office, February 
9, 1951. At that time it was agreed that a detailed list of additional items 
to be reacquired by the United States Army from STEG would be furnished you 
with effective date of February 9, 1951. 

Items owned by, in the possession of, or controlled by STEG and appearing 
on the attached supplemental list, are no longer available for disposal by 
STEG and physical possession of such supplies and equipment will be taken by 
EUCOM as rapidly as possible. Items owned by, in the possession of, or con- 
trolled by STEG and not included in this supplemental listing and not other- 
wise previously specifically selected by EUCOM for reacquisition may be freely 
disposed of by STEG. 

Is is possible that EUCOM will require additional items not listed which are 
held by STEG, however such items may be freely disposed of until such time 
as EUCOM may indicate that they intend to reacquire specific items. 

Your cooperation in this matter continues to be a source of satisfaction to 
us, 

Very truly yours, 
F. D. MrrcHeELL, Jr., 
Chief, Fiscal Services Division. 
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(Tab H) 


APO 757—A, FRANKFURT, 
OFFICE OF ADMINISTRATION, 
March 19, 1951. 
Das BUNDESMINISTERIUM FUER WIRTSCHAFT, 
MINISTERIALDIREKTOR Dr. OTro GRaF, 
Bonn 11, Gallwitz-Kaserne. 

Dear Dr. GraF: This confirms the understanding reached between us at our 
meeting on the morning of March 17, 1951, at which time you were requested to 
direct STEG to freeze all stocks of United States origin in the possession of 
STEG. You informed me that at the conclusion of the meeting you would in- 
struct STEG by TWX to effect the freeze. 

As explained to you in the meeting, this freeze is necessary to enable United 
States Army inspection teams to survey stocks remaining in the possession of 
STEG to determine their suitability for world-wide United States Army require- 
ments. You will recall a previous freeze of last October placed by you at the 
request of HICOG and its subsequent lifting a few weeks later. That freeze was 
to determine the suitability of stocks on an European requirements basis only. 

Any expenses incurred by STEG in connection with the present freeze will be 
borne by the United States Government. 

You may rest assured that HICOG is doing everything possible to expedite 
this survey and will actively participate in making suggestions to the survey 
teams which will effect the quickest possible results. Any suggestions you may 
have to effect the lifting of the freeze are requested. 

It is expected that the Department of Army survey teams will arrive in Frank- 
furt the middle of this week and will proceed immediately to accomplish their 
mission. It is anticipated that the time requirement will be from 60 to 90 days. 

Your wholehearted cooperation is appreciated. 


Very truly yours, 
F. D. MitcHeELL, Jr., 


Chief, Fiscal Services 
(Tab I) 


[Translation | 


THE FEDERAL MINISTER OF ECONOMICS, 
Bonn 11, March 17, 1951. 


To: United States High Commissioner for Germany, Office of Administration. 


(Attention: Mr. F. D. Mitchell, Chief, Fiscal Services Division, Frankfurt/ 
Main.) 
Subject: Further freeze of United States goods with STHG. 

Dear Mr. MircHett: I refer to verbal instruction, given to me today, to declare 
all United States goods which are still in the possession of STHG as frozen. 

I notified STEG by TWX today to effect no sales on any of the United States 
goods. I understand that you will request the United States Army teams to 
speed up inspection of STEG stocks and, from time to time, release those goods 
which were inspected but not required. 

As this new freeze will result in financial charges, I am glad to know that.the 
United States Government will pay for all direct and indirect expenses STHEG 
will incur with regard to the freeze. 

During the meeting I informed you that STEG is about to bring in a bulk-deal 
contract on the sale of all valves. I should like to request that these valves be 
inspected first by the teams concerned, which you promised verbally. 

I am awaiting written instructions regarding this new freeze, as I was promised. 

Very truly yours, 


(Signed) Dr. Orro Grar. 
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ExHIsiT 64 


THE ASSISTANT SECRETARY OF THE Navy, 
Washington, April 30, 1951. 
Hon. Hersert C. BoNNER, 

Chairman, Intergovernmental Relations Subcommittee of the Committee on 
Expenditures in the Executive Departments, House of Representatives, 
Washington, D. C. 

My Dear Mr. Bonner: During a recent hearing of the Subcommittee on Inter- 
governmental Relations, it developed from the testimony of Mr. Seymour Green 
that since the Korean crisis the Navy had disposed of certain surplus automotive 
equipment at the Advance Base Depot, Port Hueneme, Calif. 

The Navy disposes of its automotive equipment in accordance with the estab- 
lished policy of the Department of Defense, which policy provides for the replace- 
ment of vehicles upon reaching the maximum economical life expectancy. How- 
ever, in connection with tactical vehicles, it is imperative that they be reliable 
and suitable for combat use, and even if a worn-out combat vehicle is overhauled 
its subsequent reliability is always questionable. The Navy has considered the 
use of repaired or obsolete combat vehicles for administrative purposes, but ex- 
perience has shown abnormally high maintenanée and operating costs as con- 
trasted with those for normal commercial-type vehicles. 

Section 201 (c) of Public Law 152, Eighty-first Congress, as amended, allows 
any executive agency to exchange or sell similar items and apply the exchange 
allowance or proceeds of sale in whole or part payment for the property acquired. 
Because the vehicles in question were not in excess of over-all Navy requirements 
but were beyond economical repair, they were sold in accordance with the estab- 
lished policy of the Department of Defense and the authority contained in Public 
Law 152, and the proceeds of sale utilized in procuring similar combat-type 
vehicles. 

I trust that the information set forth above will be helpful to you in evaluating 
the matters béing looked into by the committee. Please feel free to call upon 
me at any time when I can be of service. 


Sincerely yours, 
JoHN T. KoEHLeER. 


Exursit 65A 


DEPARTMENT OF THE ARMY, 
Washington, D. C., May 24, 1951. 
Hon. Hersert C. Bonner, 
Chairman, Intergovernmental Relations Subcommittee of the House Com- 
mittee on Hapenditures in the Executive Departments, House of Representa- 
tives. 
Dear Mr. Bonner: Reference is made to my letter to you of May 19, 1951. 
I am enclosing herewith copies of four cables which show the sequence of 
events which led to the last freeze of surplus property in STEG depots. I trust 
that these cables will rectify the impression which my testiniony before your 
committee apparently created that nothing was done to have this property 
frozen until March 14, 1951. 
I am also including a summary of the reports of the technical service teams 
which screened STEG property against world-wide Army requirements. 
Thus summary is brief in order that it may conveniently be inserted in the 
This summary is brief in order that it may conveniently be inserted in the 
should care to see them. 
‘ If I can be of any further assistance in this matter, I should be happy te 
0 80 


; Sincerely yours, 
FRANK PACE, Jr., 


Secretary of the Army. 
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Exurisir 65B 
[Outgoing classified message] 


6 MarcH 51. 
Priority: Regraded unclassified by authority of Col. Cary B. Hutchinson, Asst. 

Chief, Supply Div., Office AC of 8S, G—4, 16 May 1951. 

Paraphrase not required: G4/D DEPTAR Col. Cary B. Hutchinson, xt, 52461. 
To: CINCEUR, Heidelberg, Germany. 

Nr: DA 85049, 

From: G4/D. 

Does any economically repairable equip, spare parts, or sup of United States 
orig remain in the hands of STEG? If ans is yes, desire you take immediate 
action to rqst HICOG to freeze this prop and submit list by air mail to the 
DA for screening against world-wide rqmts. 

Origin: G4 
Distr.: G-2 (State) 
DA 85049 (March 51) DTG: 062327Z jmt. 





Exuisir 65C 
{Classified message] 


091012Z Marcu 51. 
Paraphrase not required. 
Priority: Regraded unclassified by authority of CG, USAREUR, per message 

SC 15751, 28 1456Z, 23 May 1951. 

From: CINCEUR, Heidelberg, Germany, Sgd. Handy Cite ECGLD. 
To: DEPTAR, WASH., D. C., FOR G4. 
Info. : HICOG, Frankfurt, Germany, for Mr. F. D. Mitchell, Fiscal Services Div., 

DEPTAR, Wash., D. C., Pass to State. 

Nr.: SX 2578. 

Reference cables DA 85049, DA 85023, and DA 23021, dated 6 March 1951. 

With reference to DA 85023, Lieutenant Colonel Jack E. Willis, GSC 030313 
and Mister William J. Monticone, FSS-3, Fiscal Services Division, HICOG, 
departing for Washington and ETA is 13 March 51. 

Answer to cable DO 85049 is yes. Over-all freeze has drastic implications poth 
politically and economically and feel requires further conference of both State 
and Department Army. Representatives listed in first part this cable fully 
familiar with entire project of STEG re acquisition. Believed Telecon confer- 
ence is desirable with HICOG and EUCOM in Frankfurt and State with Depart- 
ment of Army in Washington after briefing by representatives to effect any 
additional freezing of STEG property. 

Reference DA 23021, over-all remarks of answer to DA 85049 above apply this 
cable. 

Action: G4 
Info.: G2 
DA IN 8879 (9 MarcH 51). 


Exurinir 65D 


[Telecon] 


14 Maron 1951. 
DA-10. 
Regraded unclassified by authority of Col. Cary B. Hutchinson, Asst. Chief, 
Supply Div., Office ACofS, G4, 16 May 1951. 


Secretary of Army requests HICOG 10 freeze all property of U. S. origin in 
custody of STEG. Teams from here will proceed at once to screen. Property 
to be reacquired will be that in short supply world-wide and needed for the war 
effort. D/A will bear any expense incident to freeze. Please advise at once by 
separate communication full description of property in STEG custody for which 
payment has been made in full. This needed to permit immediate determination 
whether required and if not will be released at once. (END DA-10.) 
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ExuHinir 6518 





151153Z Marcu 5) 


Priority: Regraded unclassified by authority of CG, USAREUR, per message SC 

15751, 23 1456Z, 23 May 1951 
Paraphrase Not Required 
From: CINCEUR, Heidelberg, Germany, Sgd. Handy, Cite ECGID. 

To: HICOG, Frankfurt, Germany. 
Info.: DEPTAR, Wash., D. C. 
Nr.: SX 2737. 

Secretary of Army requests HICOG to place immediate freeze on all property 
and supplies of United States origin now in custody of STEG. Teams from Zone 
of Interior proceeding at once to screen, 

Action: G4. 
Info., G2, G3, CSA, OSA. 
DA in: 10921 (15 March 51). 


eee 
Exutrpnir 65F 


Résumé of property to be reacquired from STEG 





Approximate 


Original Current percentage ft 
lechnical service wequisition estimated be returned 
cost value as is to United 


States 


Quartermaster property, such as cots, folding steel; mattocks, 
pick; and insecticide, powder $336, 293 $248, 185 None 





Ordnance property 








Vehicles (including) trailers and semitrailer 7, 876, 485 1, 654, O61 None 
Spare parts (including) tools and equipment 8, GSY, 215 1, 87, 735 None 
16, 865, 703 3. 541, 796 None 
Engineer property 
Construction equipment 39, 220 32, 780 Nome 
Electric generators and equipment 92.155 36, O80 None 
Gas compression and equipment 41, 000 25, 000 None 
Miscellaneous equipment, such as tools, fire extinguishers, 
ete 27, 461 14, 800 None 
194, S36 108, 660 Nome 
| . 
Signal property 
j Radio sets J 155, 186 95, 589 0 
j Radio equipment and parts 4, GSS, 448 984, 574 0 
Communication equipment : 161, 753 50 
Power equipment ‘ 670, 493 50 
Photographic equipment 3, 159 663 None 
9, 109, 874 1, 913, 072 MW 
OE SE ee a 26, 511, 706 811,713 


82897—51—-pt. 1—_——-43 
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ExHIsBIt 65G 


Closing dates for STEG depots 











| 
Depot Contents | Closing date} 
Bavaria: ; : 
Bamberg-.-_-- Eee tees Pn eee a Household equipment, stationary, IPM ___. 31- 3-51 
Neuendettelsau_._.....-.-.-------------| Powder, | EE SES RSS ay Oe oe | 30- 6-51 
a ee. Engineering equipment, signal equipment___| 
Hesse: 
i eee i. toa ilo lae ty FR 8 ee ee } 30- 9-51 
ee ig eee ey ee eee a a ae eee ae ee | 30- 6-51 
Wuerttemberg-Baden: | 
NESE a ae ees -.-| Household equipment, tools, PX items. ___| 31- 3-51 
Mannheim ...........-. ..--.-------| Building equipment “ es 
Luttich-Barracks____- SPS eae Engineering equipment. ._.__.............-- 30- 6-51 
Mannheim-Friedrichsfeld RLS eye ae an é 31-12-51 
Motor-vehicle program: | | 
Kitzingen “es axee allan { 30- 951 
Nurnberg-Rothenbach . . h. ---------=-|| Motor vehicles and accessories, as well as | i‘ oa 
Heilbronn. ___-_- OEE a , ae pee. 1 31- 3-51 
SE Sa er rere 1 31- 3-51 
| 





! Presumably. 
Stuttgart, Jan. 16, 1951. 
HV III SV Lo/Ee. 
ExuHtinsit 66 
Marcu 16, 1951. 

Hon. DEAN ACHESON, 

Secretary of State, Department of State, 

Washington, D. C. 

Drar Mr. Secretary: There is enclosed a letter I, as chairman of the Inter- 
governmental Relations Subcommittee of the House Committee on Expenditures 
in the Executive Departments, have sent to the High Commissioner of Germany, 
Mr. McCloy. I respectfully urge that you cooperate with the subcommittee in 
requesting Mr. MeCloy to comply with the subcommittee’s desire, and I would 
like for the State Department to send him a cable to this effect. 

Sincerely, 
Hersert C. BONNER, Chairman, 





ExHIsit 67 
Marcu 16, 1951. 
Hon. Joun McC oy, 
United States High Commissioner cf Germany, 
j Bonn, Germany. 

Dear Mr. High ComMMiSSIONER: The Subcommittee on Intergovernmental Re- 
lutions of the House Committee on Expenditures in the Executive Departments 
ix presently conducting studies of circumstances and events involved in the 
export to the United States of surplus United States military equipment acquired 
from STEG. ‘Testimony has developed that this equipment was sold to this 
quasi governmental agency of the German Government. It has been stated 
that there is a possibility of recapture. During the fall of 1950, arising out of 
this right of recapture and at your request, STEG froze these equipment sales. 
During this period the Army screened for surplus defense items needed for 
EUCOM requirements. The Secretary of the Army has stated that he has 
requested another freeze as of March 14, 1951. 

These freezes and recaptures arising therefrom, it is reported, have generated 
au number of claims for damage against the United States on the part of numerous 
surplus dealers. These alleged claims are purported to be based on a loss of 
profits arising out of a breached or interrupted option contract during this 
freeze program for recapture of surplus items. 

Assuming we have the possibility of recapture of this surplus equipment from 
STEG, it is the opinion of the committee that anyone buying from STEG was 
charveable with the knowledge of this fact; hence, these parties have little to 
complain of or to present as a valid claim. 
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The subcommittee is desirous of knowing what claims for damages have been 
presented and whether or not any such claims have been allowed to the present 
time. The subcommittee is further desirous of knowing the name and address of 
claimants, the date, the amount awarded, and the reasons advanced as a basis. 
For the future the subcommittee would appreciate being notified in advance 
when the High Commissioner undertakes any further settlement of such claims 
together with possible reasons for recommending such payment and is desirous 
also that no further claims be adjudicated until the above information is received 
by the subcommittee and a reply has been received by you from the sub- 
committee. 

Sincerely, 
Hersert C. BONNER, 
Chairman, Subcommittee on Intergovernmental 
Relations of the House Committee on 
Expenditures in the Executive Departments. 





Exursit 68 
DEPARTMENT OF STATE, 
Washington, March 21, 1951. 
The Honorable Herpert (. BONNER, 
House of Representatives. 

My Dear Mr. Bonner: The State Department has sent to the United States 
High Commissioner for Germany a cable requesting his cooperation in supplying 
information concerning damage claims arising out of breached or interrupted 
STEG contracts, as requested in pour letter dated March 16, 1951. 

While a large share of the information desired by the committee will un- 
doubtedly be provided by the Army European Command, to whom we under- 
stand the committee has addressed an inquiry similar to your letter to Mr. 
McCloy, you may be assured that the United States High Commissioner will 
probide every assistance in making available to the committee information held 
by his organization concerning the damage claims in question. 

Sincerely yours, 
Jack K. McF att, 
Assistant Secretary 
(For the Secretary of State). 





Exnursit 69 
Marcu 16, 1951. 
Hon. Frank Pacer, 
Secretary of the Army, 
Department of the Army, 
Washington 25, D. C. 

Dear Mr. Secretary: There is enclosed a copy of a letter, I, as chairman of the 
Intergovernmental Relations Subcommittee of the House Committee on Expendi- 
tures in the Executive Departments, have sent to the High Commissioner of Ger- 
many, Mr. McCloy. I respectfully urge that you cooperate with the subcommittee 
in requesting Mr. McCloy to comply with the subcommittee’s desire, and I would 
like for the Department of the Army to send him a cable to this effect. 

Sincerely, 
Hersert C. Bonner, Chairman. 





ExHisit 70 
Marcu 17, 1991. 
Hon. Frank Pacer, 
Secretary of the Army, 
Department of the Army, 
Washington 25, D. C. 

Dear Mr. Secretary: As a supplement to my letter of March 16, in which I 
enclosed a copy of a letter addressed to the Honorable John McCloy, United States 
High Commissioner of Germany, the subcommittee has directed me to request 
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of you that should the Commander in Chief of the European Command or any 
other Army representative be settling these claims arising out of surplus property 
in Germany, such settlement be held in abeyance until the claim can be submitted 
to the subcommittee. 
Thank you for your cooperation. 
Sincerely, 
Hersert C. BoNNER, Chairman. 





Exuieit 71 





DrPARTMENT OF THE ARMY, 
Washington 25, D. C., March 23, 1951. 
Hon. Hersert C. BONNER, 
Chairman, Intergovernmental Relations Subcommittee of the House 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

Dear Mr. Bonner: In your letter of March 16 you enclosed a letter which had 
heen sent to the High Commissioner of Germany and asked me to send him a 
cable requesting that he cooperate with the committee in furnishing the informa- 
tion specified in your letter. 

During the course of the discussions between members of the committee staff 
and representatives of the Army and Department of State, it became evident that 
the responsibility for handling claims arising out of the reacquisition of STEG 
property would be that of the Army. Accordingly, rather than sending a cable 
to the High Commissioner, I have cabled the European Command to furnish your 
subcommittee through the Department of the Army all of the information con- 
cerning these claims which you requested. 

My department counselor has discussed this matter with Mr, Kennedy of your 
staff who approved the procedure outlined above. 

if I can be of further assistance I shall be happy to do so. 

Sincerely, 
FRANK Pace, Jr., Secretary of the Army. 





Exuisit 72 
Marcu 16, 1951. 
Hon. THOMAS FINLETTER, 
Secretary of the Air Force, Department of the Air Force, 
Washington 25, D. C. 

Dear Mr. Secretary: There is enclosed a letter I, as chairman of the Inter- 
governmental Relations Subcommittee of the House Committee on Expenditures 
in the Executive Departments, have sent to the High Commissioner of Germany, 
Mr. McCloy. I respectfully urge that you cooperate with the subcommittee 
in requesting Mr. McCloy to comply with the subcommittee’s desire, and I would 
like for the Department of the Air Force to send him a cable to this effect. 

Sincerely, 
Hersert C, Bonner, Chairman, 


Exnuisit 73 


DEPARTMENT OF THE AIR FORCE, 
Washington, March 24, 1951. 
Hon. Hersert C. BONNER, 
House of Representatives. 

Dear Mr. Bonner: I refer to your recent letter informing me that your 
subcommittee is presently conducting a study of circumstances and events in- 
volved in the export to the United States of surplus United States military 
equipment acquired from STEG. 

In accordance with a recent telephone conversation between an officer of my 
office and Mr. Thomas Kennedy, of your committee staff, 1 will direct Lieutenant 
General Norstad, commander in chief, United States Air Force in Europe, to 
extend the fullest cooperation to your committee in any Air Force matters in 
which you become interested. 

Sincerely yours, 
THOMAS K. FINLETTER. 


ts 





| 
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Exutsit 74 


Unitep States High COMMISSIONER FOR GERMANY, 
APO 757-A, Frankfurt, March 29, 1951. 
Hon. Hersert C. BONNER, 
House of Representatives, Washington, D. C. 

My Dear Mr. Bonner: In response to your letter of March 16, I wish to 
express my sincere desire to cooperate with you and your committee in every 
way possible to develop the circumstances surrounding the acquisition and/or 
disposal of United States Army surplus property in Germany. I should like, 
however, to call attention to the fact that my office acts only in a liaison capacity 
between the United States Army in Europe and the Federal Republic of Germany 
insofar as the questions raised in your letter are concerned. 

In order to clarify circumstances surrounding this problem the following facts 
are presented for your consideration : 

After the close of hostilities in Europe prior to the activation of my office, 
the United States Army took steps to dispose of Army surpluses in Europe in 
accordance with the terms of the Surplus Property Act of 1944, as amended. 
In Germany this was accomplished by selling Army surpluses for approximately 
$200,000,000, representing 21 percent of the original cost of procurement, to 
the Bizonal Economic Council, a provisional German governmental anthority, 
which designated in turn a quasi Germany Government corporation, Staatliche 
Erfassungs Gesellschaft Fuer Oeffentliches Gut, known as STEG, as its agent 
to implement the agreement. This corporation was formed by the state or 
land governments of the United States zone of Germany, who subscribed to the 
stock issue of this corporation in accordance with the population of each land. 

Thus, the property originally sold to the Bizonal Economic Council, the fune- 
tions of which are now assumed by the Federal Republic of Germany, represented 
an outright sale by the United States Army. Regarding the opinion expressed 
in your letter Il am advised by the legal department of my office that the original 
contract carries no provision whereby the United States Army can legally regain 
the property acquired by them during the 1950 freeze. This action was accom- 
plished only with the full cooperation of the Federal Republic of Germany. 

By January 1, 1950, the major portion of this property had been disposed of, 
excepting sizable quantities of automotive equipment for which no satisfactory 
local market appeared available. Because of this condition, STEG began con- 
sidering the possibility of disposing of this equipment on a bulk deal basis, and 
on February 28, 1950, executed a contract with Mr. George C. Dawson for the 
sale of the balance of this equipment, representing approximately 18,500 pieces 
of automotive equipment and miscellaneous spare parts, for the sum of $3,200,- 
000. Under the terms of this contract a performance bond of $250,000 was de- 
posited in favor of STEG. To implement the Dawson contract the Kraftfahrzeug 
G.m.b.H. known as Trucks & Spares, Inc. was formed. While Mr. Dawson does 
not appear on the records among the three German stockholders of Trucks & 
Spares, Inc., the minutes of a stockholders’ meeting reveals that he was elected 
chairman of the board. 

In the fall of 1950 subsequent to the conflict in Korea, the Army became very 
much interested in certain of the remaining STEG stocks and approached my 
office regarding the possibility of reacquiring economically repairable equipment. 
After much discussion on this subject, my office requested the Federal Republic 
of Germany to freeze certain listed line items until the United States Army in 
Europe had an opportunity to inspect all STEG depots containing property of 
United States origin. 

Due to the amiable relationship between my office and the Federal Republic of 
Germany this was accomplished, and the Army reacquired some 6,000 pieces of 
transport equipment, plus other line items, representing approximately one-third 
of the materials then in the hands of STEG. This freeze was lifted as the Army 
completed its survey and STEG again began its normal operations. On March 
16, 1951, a request for a second freeze was received and through my office was 
effected the following day by the Federal Republic of Germany to permit the 
Army to screen the remaining STEG stocks. 

My office also acts in a liaison capacity between STEG and the United States 
Ariny insofar as is necessary to adjust and/or determine the correct value of the 
supplies originally released to STEG and will act in the same capacity in con- 
nection with the reacquisition program. 
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Undoubtedly the committee is cognizant of the fact, as is my office, that when 
normal business relations of any commercial enterprise are interrupted, as was 
done in the above two incidents, claims of injured third parties are bound to arise. 
I am informed that claims arising from this action will fall into one or two 
categories, namely : 

(a) Claims from third parties against STEG for failure to deliver goods 
contracted for, and 

(b) Third party claims against the United States Army for seizing prop- 
erty procured from STEG, title of which had passed to third parties but still 
in the possession of STEG. 

I am also informed that to date the Army has been approached by several 
parties presenting claims, resulting from the October 1950 freeze, one of which 
has been settled. 

With reference to paragraph 3 of your letter, I am not of the opinion that 
individuals or firms dealing with STEG had knowledge of the fact that their 
normal business dealings would be subject to interruptions. The United States 
Government has no legal basis for reacquiring this property other than resorting 
to our procedure of issuing requisition demands. We try to avoid the use of this 
power wherever possible but the Army may be forced to exercise this right in 
acquiring property belonging to third parties. 

I am further advised by a cable received on March 23, 1951, that through agree- 
ment with the United States Army, the Department of State and your committee, 
the Army will supply the committee with all information relative to claims filed 
and settled as a result of the above action. I wholeheartedly concur with this 
procedure, since the Army of the United States is the agency who will actually 
be charged with the settlement of these claims. This office will, however, give 
every assistance possible to the committee and the Army in settling these prob- 
Jems, which we hope can be accomplished with as little dislocation to the German 
economy and STEG operations as possible. 

Sincerely yours, 
JouHn J. McCroy, 
United States High Commissioner for Germany. 





Exuisir 75 
Marcu 16, 1951. 
Hon. FrRaNcIS MATTHEWS, 
Secretary of the Navy, 
Department of the Navy, Washington 25, D. C. 

DEAR MR, SECRETARY: There is enclosed a copy of a letter I, as chairman of 
the Intergovernmental Relations Subcommittee of the House Committee on 
Expenditures in the Executive Departments, have sent to the High Commissioner 
of Germany, Mr. McCloy. I respectfully urge that you cooperate with the sub- 
committee in requesting Mr. McCloy to comply with the subcommittee’s desire, 
and I would like for the Department of the Navy to send him a cable to this 
effect. 

Sincerely, 
Hersert C. BONNER, Chairman. 


Exuieit 76 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, March 30, 1951. 
Hon. Herrert C. BoNNER, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Bonner: In your letter of March 16, 1951, together with the 
enclosed copy of a letter which you addressed to the Honorable John McCloy, 
United States High Commissioner of Germany, you informed me of certain mat- 
ters which your subcommittee is looking into and requested that a dispatch be 
sent to Mr. McCloy urging him to comply with the subcominittee’s desire. 

The High Commissioner, Mr. McCloy, is directly under the Secretary of State, 
and any matiers requiring his attention must of necessity originate with the 
Secretary of State. Accordingly, a dispatch to Mr. McCloy has not been origi- 
nated by the Navy. 
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It will be helpful for you to know that the Navy has no record of any disposal 
of its surplus material to STEG. It is, therefore, unlikely that the corporation 
will have in its possession any material for which the Navy has a requirement. 
However, I am certain that the Navy commander in Germany will give to your 
representatives his full support in assisting them in their efforts to develop facts 
and information. 

I trust that this will be satisfactory, but should you desire further information 
please be assured that the Department of the Navy will do all possible to assist 
you. 

Sincerely yours, 
Joun T. KOEMLER, 
Acting Secretary of the Navy. 





ExHIBItT 77 
JUNE 13, 1951. 
Hon. Jonn J. McCroy, 
High Commissioner of Germany, 
Department of State, Washington, D. C. 

Dear Mr. McCioy: Colonel Byroade, Bureau of German Affairs, and Mr. 
Thomas A. Kennedy, general counsel of the Committee on Expenditures in the 
Executive Departments, have had a series of telephone conversations in regard 
to your appearance before the Subcommittee on Intergovernmental Relations. 
The subcommittee is aware of the short period of your stay in the United States 
and the pressure of your other Government business. Accordingly, on behalf 
of the subcommittee I should like to have you arrange for the appearance of Mr. 
Wolf, your Director of Administration, to appear as your representative. 

The subject matter has to do with the STNG agency of the Bonn government. 
His contributions could be helpful to the subcommittee, and the studies of the 
subcommittee might prove of very worth while to your office. A transcript of our 
hearings to date will be made available by contacting the subcommittee. 

With kindest personal regards, I am 

Sincerely yours, 
Herbert C. BONNER, Chairman. 


Exursit 78 


Unitep STaTes HIGH COMMISSIONER FOR GERMANY. 
June 15, 1951. 
Hon. Hersert C. BONNER, 
House of Representatives, Washington, D. C. 

Dear Mr. Bonner: I have your letter of June 13 and am glad to arrange for 
the appearance of Mr. Wolfe before your subcommittee. I am sure that Mr. 
Wolfe will be able to give you the information that you may find helpful. I hope 
to take advantage of this opportunity to have studies of the subcommittee made 
available to my office and 1 have asked Mr. Wolfe to make arrangements for 
the transeript. 

Sincerely yours, 
JoHn J. McCoy. 


Exuisit 79 


Memorandum for Maj. Gen. S. L. Scott, Director, Office of Military Assistance, 

Office of Secretary of Defense. 

Subject: Disposition by foreign governments of equipment of United States 
origin. 

1. The Bonner committee of the House of Representatives is seriously con- 
cerned over the fact that property of United States origin in the hands of various 
foreign governments is being sold and reimported into the United States. Such a 
practice is not in consonance with the theory of mutual defense and requires 
action at the governmental level. The committee has interrogated Mr. Pace on 
the subject and he has given assurance that he will bring the matter to the 
attention of the proper authorities. 
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2. It is requested that this matter be taken up through appropriate govern- 
mental channels with all foreign governments receiving assistance under the 
Mutual Defense Assistance Act to obtain assurance that all equipment will be 
utilized in the best interests of mutual defense. 

Epwarp M. CoNKLIN, Jr., 
Lieutenant Colonel, GSC, 
(For George H. Olmsted, Brigadier General, GSC, Deputy AC/S, G-—4, 
for Foreign Military Aid). 
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Memorandum for: The Secretary of the Navy. 
The Secretary of the Air Force. 
Administrator, Economie Cooperation Administration. 
Administrator, General Services Administration. 
Subject: Reacquisition of surplus in Germany. 

1. There is now located in Germany certain Army equipment which was 
turned over to the Germans as surplus in 1947 and 1948. This property has been 
frozen until such time as Army personnel in Europe, supplemented by teams from 
the Technical Services of the Army, can survey it to determine whether any of 
it should be reacquired to meet present or future needs of the Army. Such teams 
will proceed to Germany for this purpose during this week. 

2. | am informing you of this proposed action in order that you may express 
any needs of your agencies or departments which may be met from these stocks 
in Germany. The best information available here indicates that the equipment 
consists primarily of. motor vehicles and spare parts, considerable quantities of 
signal equipment, and small quantities of engineer and quartermaster equipment. 
It is recommended that if you have need for any such equipment, you contact 
Col. C. O. Frake, Office of the Assistant Chief of Staff, G-4, Department of Army, 
whose telephone extension is 54041. Your needs will be transmitted to the screen- 

ng teams, und such property as is available will be acquired for your use. You 
may, of course, send over your own representatives to inspect the surplus if that 
is a more satisfactory course of action from your standpoint. 

8: It is my purpose to make this property available directly to Government 
agencies in order to avoid the chance that it may be purchased by individual 
dealers in Germany and later sold to the Government at exorbitant profits. 

FRANK Pace, Jr., 
Secretary of the Army. 


en ne ree 


2XHIBIT 81 


HovuseE oF REPRESENTATIVES, 
COMMITTEE ON EXPENDITURES IN THE EXECUTIVE DEPARTMENTS, 
INTERGOVERNMENTAL RELATIONS SUBCOMMITTEE, 
Washington, D. C., May 8, 1951. 
K. J. OFFENBERGER, 
President, The Lindfors Corp., 
New York, N.Y. 

DEAR Mr. OFFENBERGER: I found your letter of May 3, in regard to sales of the 
United States surplus property by STEG, very interesting. The committee ap- 
preciates the fact that some of this surplus is still being sold by the German 
corporation and is continuing its study of the matter. 

It is hoped through our study that the desired corrective legislation can be 
determined and enacted to prevent the unnecessary declaration of surplus, and 
also to provide for a more businesslike disposal of such surplus as is declared. 

The committee appreciates your interest in this matter. 

Sincerely yours, 
HERBERT C. BONNER, Chairman, 
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EXxuHrsiT 82/ 


THE Linprors Corp., 
New York 17, N. Y., May 3, 1951. 
Hon. HERBERT C. BONNER, 
Representative from North Carolina, 
House of Representatives, Washington, D. C. 

HoNORABLE Siz: From the May 1 issue of the New York Journal-American I 
have noted that you are acting as chairman of a House Expenditures Subcom- 
mittee which is investigating the profiteering on United States surplus material, 

The article mentions that your committee has discovered that vast quantities 
of this merchandise worth in the neighborhood of billions of dollars is still being 
handled in Germany, although it could well be used by the United States Army. 

I assume that you will therefore be interested in the enclosed page taken from 
a German magazine called Progressive Industrial Germany issue No. 17-1951, 
from which you will see that the STEG is still offering choice material which this 
country needs so badly, and for which our Government is paying exorbitant sums 
of money obtained, of course, from the taxpayers. 

It is most difficult to comprehend that at a time when the American business- 
man. must much in taxes, our former enemies are making a fortune on our 
own material; which: is so perately needed for the present war. 

Although you must be thoroughly aware of the situation, I hope you will find 
this clipping of interest. 

Very truly yours, 
K. J. OFFENBERGER, President. 


82897—51—pt. 144 
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Exursit 82B 
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Exnreir 83 


DEPARTMENT OF STATE, 
Washington, May 14, 1951. 
Hon. Herpert C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
Committee on Expenditures in the Hxecutive Departments, 
House of Representatives. 

My Dear Mr. Bonner: Transmitted herewith is a photostatic copy of a list of 
contracts entered into by STEG with foreign buyers, listing exports effected 
within the signal material program, Neu Aubing. This list will supplement the 
lists transmitted as enclosure D to my letter dated April 6, 1951. 

In enclosure C of my letter, it was stated that the Office of the United States 
High Commissioner was endeavoring to obtain full information concerning Conti- 
nental Motor Trust, Lichtenstein. We have now been informed by the High 
Commissioner's office that it has been unable to obtain additional information 
concerning the firm, although they have made extensive inquiries. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary. 


Exutsit 84 
REcCEIPT/EXPENDITURE INVOICE—CONDEMNED PROPERTY 
Invoice No. 053,027-50 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 2485 Guthrie Drive, Los Angeles, Calif. 
Authority: Cont. No. N615a—2579, Cat. No. B-71-—50, Case No. 566—-RS. 
Date: 16 June ’50. 
Expenditure account credited : 52000. 
Expenditure account chargeable: 98023. 
Appropriation chargeable: 17X1996. 
Date of shipment: 26 & 27 June 1950. 


Standard 
stock | ae — _— 
Item catalog Description of article + Qu antity Unit of Unit 
No. No. or delivered quantity | price 
class No 


Extension 


Lot #18: Refueler Truck, International. . } a $281.18 $281.18 

Lot #19: Dump Truck, International _-- | é 180. 00 180. 00 

Lot #28: Refueler Truck, International 258. 01 2h8. 01 

Lot #32: Tank Truck, International mg 271.01 271. 01 

| Lot #34: Platform Truck, Steel plate, GMC ‘ 123.01 121.01 

Lot #62: Dump Truck, International 4 mg 170. 11 170. 11 

454113 | Lot #69: Cab and Chassis, International ms 231.13 231.13 


NO Om Whe 


Oi a eee naka aol sisiilaaints , 1, 512. 45 


+ - 


Dsnosi*t ; 7 <s ‘ Ls .... $2, 000. 00 
Sales price teded : ; : beinibia < 1, 512. 45 


Refund. 
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Invoice No. 053,379-50 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Ine., 2435 Guthrie Drive, Los Angeles, Calif. 
Authority: Contract No. N615s—2592, Cat. No. B—72-50, Case No. 567—-RS. 

Date: 6/28/50. 

Title from which expended: 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X1996. 



























































Date of shipment: 5, 6, & 7 July 1950. 
Sentend 
Item Stoe Quantity! Unit of | Unit 
No. | Noo Description of article delivered| quantity | price |2*tension 
elass No. 
1 Rar Lot #2: Platform Truck, Chevrolet. -__.__.___- A. as $88. 99 4 
2 459611 | Lot #7: Cargo Truck, ee . Saee 102. 99 102. 
3 459613 ae Dump Truck, (| aaa rr =o 633. 33 633. 33 
4 457511 | Lot #10: Pick-up Truck, International _______- 2, Ve 95. 99 95. 99 
5 459711 int #15: Tractor Truck, Chevrolet. ___________- }, ee 66. 99 66. 9% 
6 457711 | Lot #21: Pick-up Truck, International________- 1 | ea....... 61. 99 61.99 
7 457311 | Lot #38: Pick-up Truck, International. ___-___- af Sate 81. 99 81. 99 
8 460211 | Lot #39: Lineman’s Truck, Chevrolet......-.-- 1 ~ PES 108. 99 108. 99 
4 459612 | Lot #42: Dump Truck, International...______- eae 266. 99 266. 99 
10 460611 | Lot #46: Dump Truck, International. -______.. 1 Wi edod 157. 99 157. 99 
11 460911 | Lot #53: Lineman’s Truck, Chevrolet ___......- Gi eee 118. 99 118. 99 
12 455611 | Lot #54: Ambulance, Dodge ___._.._._..__-.-- ay See | 66. 99 66. 59 
13 | 454911 | Lot #99: Dump Truck, International.._______- Eee | 151.99 151. 99 
ee i el a tae BRN See | Sreloten aaghe ASP 2, 004. 21 
| ! 
an oiinddcconctcandbhaapeubsenbendtedetabtn:scaphuwackuneedchatbaibies tapesbirainabed $2, 004. 21 
ree ae ee eee ee oe ipiatainiaaiy eek -. 2,004. 21 
I TR init cickcncntgknnscdcinnthbeeiddsssebonieseebianatniiiinaes None 
Invoice No. 050,087-51 
From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 2435 Guthrie Drive, Los Angeles, Calif. 
Authority : Cont. No. N615s—2632, Cat. No. B-73-50, Case No. 568-RS. 
Date: 7/10/50. 
Title from which expended : 52000. 
Title and account to which expended : 98023. 
Appropriation chargeable: 17X1996. 
Date of shipment: 17 & 18 July 1950. 
Standard 
Item| Stock a Quantity] Unit of | Unit | prtensio 
No. a TIPU OF OFicle delivered| quantity | price |“**emsion 
class No. 
270 
1 461011 | Lot #32: Weapon Carrier, Dodge_____..._.-.--- ae eae $72.99 $72. 99 
2 459412 | Lot #51: Cargo Truck, sasegnenal ee bi:@8...<<. 59. 99 59. 99 
3 459932 Lot #52: yy” 1 | ea.- 131. 99 131. 99 
4 459413 | Lot : Cargo Truck, Dodge Bl titans Shaedraarogiags ey Sa 131. 99 131. 99 
5 461032 | Lot “€argo Track, International_- oa ce, ee 179. 99 179. 99 
6 460314 | ‘Lot #66: Dump Truek, International__...____- 1 | ea_. 279.99 279. 99 
7 460321 | Lot #67: Dump Truck, International - -------- 1 | ea.____._| 259. 99 259. 99 
CG PM ES SE ree, CR nee ees EES arene Jews+oen- 1, 116. 93 
I basins d ected b edn aca Sibi taped os Jada cdndatnmisennaedaineeiabees $1, 116. 93 
FO rc io cdeae eoccns cnduncereweusscosobsnslebedsuatetsag Kheneseuheneneanesns sasesuengwatswee _t 16. 93 
None 


Balance due 
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Invoice No. 050,110-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 2435 Guthrie Drive, Los Angeles, Calif. 
Authority : Cont. No, N615s-2647, Cat. No. B—-85-50, case No. 581-RP. 

Date: 12 July 1950. 

Title from which expended : 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X1996, 

Date of shipment: 18 July 1950. 


| 


| Standard 








Item | stock | Sa ae oe | Quantity; Unit of Unit | : 

No_ | cates Description of article | delivered| quantity | price pButension 
| class No. | } 

— sce a Re 
| 270 } 

1| 465818 | Lot #92: Dump Truck, GMC 3 1 | ea...--.|$201.00 | $201.00 

2 465819 | Lot #99: Dump Truck, Diamond =. | 1 | ea......-| 801.00 | 801. 00 

| Total... | its castings re 1, 002. 00 

Deposit ines Subd seabacssstesteestinssunbaseskinas devi cinthah nicaerewias peal . $3,090.00 

Sales price _____- si I Da aa a ia ae ell te tie en apne dewneetaehenwiinuntel 1, 002. 00 

1, 998. 00 


ee ee Ga aT a a ee eee Kstbibenbthpiepapethaakittdaneiibbenntatinesetebdanit 
Invoice No. 050,228-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda, Los Angeles, Calif. 
Authority : Cont. No. N615s—2661, Cat. No. B-3-51, Case No. 583-RP. 
Date: 7-20-50. 
Title from which expended : 52000. 
Title and account to which expended : 98023. 
Appropriation chargeable: 17X1996. 
Date of shipment: 7/20/50, 7/21/50, 7/24/50, 7/25/50, 7/26/50, 7/27/50, 








7/29/50. 
ae ie a oe | 
Stenterd 
item | Stoc se 4 uantity| Unit of Unit : 
Ne. 7 ag Description of article | delivered quantity | price {Extension 
class No. | | | 
| 970 | | 
1 474212 | Lot #: Dump Truck, Diamond T, model 972 1 | ea $801.99 | $801.99 
2 474211 | Lot #7: Dump Truck, Diamond T, model 972_. 1 | ea 801. 99 | 801. 99 
3 72911 | Lot #10: Cargo Truck, International, 144-ton 1 | ea | 169. 99 | 169. 99 
+ 473116 | Lot #12: Cargo Truck, International, 144-ton___| 1 | ea | 165. 99 165. 99 
5 473114 | Lot #15: Cargo Truck, International 1 4-ton____| 1 | ea 131. 99 | 131. 99 
6 473113 | Lot #17: Cargo Truck, International, 14e-ton | 1 | ea | 135. 99 | 135. 99 
7 473111 | Lot #20: Cargo Truck, International, 144-ton____| 1 | ea 131. 99 | 131. 99 
; 472611 | Lot #2$: Platform Truck, Reo, mode! 19BHS ~~ 1 | ea 111. 99 111.99 
4 472812 | Lot #31: Platform Truck, Reo, model 19BHS__ | 1 | ea 77.99 77.99 
10 473115 | Lot #34: Platform Truck, Mack, model EH | 1 | ea 159. 99 159. 99 
ll 472616 | Lot #37: Platform Truck, Reo, model 23CHS 1 | ea 129. 99 129. 99 
12 473917 | Lot #45: Platform Truck, Reo, model 23XHS8S__| 1 | ea 221. 99 221. 99 
13 474713 | Lot #75: Tractor Truck, Ford model 99T | 1 | ea | 127. 99 | 127.99 
474712 Lot #80: Tractor Truck, Brockway, mode] 1668S | 1 | ea 476. 99 476. 99 
15 474815 | Lot #83: Tractor Truck, Diamond T, model | 1 | ea 761. 99 761. 99 
968A. 
16 474917 | Lot #85: Tractor Truck, Diamond T, model 
QOSA | 1 | ea 761. 99 761. 99 
17 474915 Lot #90: Tractor Truck, Brockway, mode] 1668S _| 1 | ea 427.99 427.99 
474911 | Lot #95: Tractor Truck, Diamond T, model | 
968A. ‘ : . 1 | ea 701. 99 701. 99 
19 474813 Lot #96: Tractor Truck, Diamond T, model 967 1 | ea 701. 99 701. 99 
20 474812 Lot #101: Tractor Truck, Diamond T, model 
968 v 1 | ea 401. 99 401. 99 
21 465918 Lot #103: Tractor Truck, Diamond T, model 
981__. : . PRET 1 | ea 1,777.99 1,777. 99 
I edisisib dicts Saati ieee ° ne 9, 182.79 


$9, 182. 79 
9, 182.79 


None 


Sales price i 
Deposit 


nes ea cit na a seins ee 
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Invoice No. 050,248-51 





From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 


To: Green Truck Sales, Inc., 5753 S. Alameda St., Los Angeles, Calif. 


Authority : Cont. No. N615s—2678, Cat. No. B-10—51, Case No. 571—-RP. 


Date: 21 July 1950. 
Title from which expended : 52000. 

Title and account to which expended : 98023. 
Appropriation chargeable: 17X1996. 

Date of shipment: 27 July 1950. 





Standard 


stock ‘ — ma 
Item| > * hi a en Quantity) Unit of Unit 
No. | 5 age Description of article delivered quantity price 
NO. or 
class No 
270 
1 | 458011 | Lot No. 1: Jeep, Willys.......-....-..---..+... 1 | ea $60. 99 
Berg ee a” | ee ere eee 1 | e 61. 99 


2 458914 


Total_.- a ee ee ee ee ee 





Deposit... heiknaieih Manin tai tea tla eaten : ; ao 
Sales price _- sweeney : dos 


WN, ccc ntethteccasdtbandietions , 


Invoice No. 050,331-51 


Extension 


$60. 99 
61.99 
"122. 98 
250. 00 
122. 98 


127. 02 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 


To: Green Truck Sales, Inc., 2435 Guthrie Drive, Los Angeles, Calif. 
Authority: Cont. No. N615s—2692, Cat. No. B-11—51, Case No. 574-RP. 
Date: 25 July 1950. 
Title from which expended : 52000. 
Title and account to which expended : 98023. 
Appropriation chargeable: 17X1996, 
Date of shipment: 7/27/50, 7/28/50. 


! 


| | 
| Standard} 
stock | itv] Uni Ini 
Item | * } tend : Quantity) Unit of Unit 
: catalog | Description of article 5 sea, pate “ree 
No. | No. or | [rene quantity | price 
| class No. | 
| 270 
1| 446016 | Lot #4: Tractor truck, International -- 1 | ea $301. 01 
2 465546 | Lot #20: Jeep, Willys-- aie 1 | ea 41.01 
3 465536 | Lot #22: Jeep, Willys 1 | ea 41.01 
4 464317 | Lot #31: Carryall truck, Dodge 1 | ea 50.01 | 
5 465533 | Lot #48: Jeep, Willys-- 1 | ea 56. 01 
6 461911 | Lot #56: Jeep, Willys 1 | ea 55. 01 
7 | 462912 | Lot #57: Jeep, Ford 1 | ea 60. 01 | 
465526 | Lot #82: Jeep, Willys-- hail 1 ea 50. 01 
- re 
ae _ ™ ie a SS ee ee ‘3 
Deposit 


Sales price... 


RE ttguliecomieuiaceseus 





| Extension 


$301. 01 
41.01 
41.01 
50. 01 
56. 01 
55. 01 
60.01 
50.01 


654. 08 


$750. 00 
654. 08 


95. 92 
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Invoice No. 050,3852-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 8S. Alameda, Los Angeles, Calif. 
Authority : Cont. No. N615s—2704, Cat. No. B-12-51, Case No. 577—RS. 

Date: 26 July 1950. 

Title from which expended : 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X 1996. 

Date of shipment: 28 July & 2 &3 August 1950. 


Standard 


stock ? s 
og | catalog Description of article Quantity) Unit ~ Unit Extension 
No. N delivered quantit; price 
NO. Or 
class No 
270) 
l 465434 | Lot #17: Trailer, Cargo l ea $20. 01 $20.01 
2 467611 Lot #27: Trailer, Cargo | ea 30.01 30. O1 
3 468013 Lot #30: Dump Truck, International 1 ea 211.01 211.01 
4 466025 | Lot #61: Cargo Truck, GMC 1 ea 65. 01 65. 01 
5 454818 | Let #62: Cargo Truck, International 1 ea 51.01 1.01 
6 464824 | Lot #63: Cargo Truck, International 1 ea 62.01 62.01 
7 464823 Lot #4: Cargo Truck, International 1 ea 45. 01 15.01 
8 1466612 Lot #69: Cargo Truck, International l ea 45.01 45.01 
Q 466311 Lot #72: Jeep, Ford 1 ea 55. 01 55. 01 
10 466111 Lot #96: Trailer, Cargo l ea 35. 01 35. 01 
il 468111 | Lot #99 Tractor Truck, GMC l ea 105. 01 105. 01 
12 468112 Lot #100: Cargo Truck, GMC 1 61.01 61.01 
Total 785, 12 
Deposit $950. 00 
Sales price ‘ 785, 12 
164. 8S 


Refund 
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Authority : Cont. No. N615s—2751, Cat. No. B—5—51, Case No 
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Invoice No. 050,585-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda, Los Angeles, Calif. 


Date: 4 Aug. 1950. 

Title from which expended : 52000. 
Title and account to which expended : 
Appropriation chargeable: 17X1996. 


Date of shipment: 19 Aug. 1950. 





Weapon Carrier, Dodge ark tik 


Cargo Truck, GMC Se Pere 


Cargo Truck, a Eg 
Dump Truck, res 
Dump Truck. Reo a abe 
Personnel Carrier, Dodge. - . 
Weapon Carrier, Dodge____- 


Weapon Carrier, Dodge___--_--------- 


Weapon carrier, Dodge. ___- 


Weapon carrier, Dodge____._____- ee 


Weapon carrier, Dodge - --- 
Weapon carrier, Dodge _- -_- 


98023. 


Weapon carrier, Dodge_- -____-- 


Weapon carrier, Dodge --__- 


Weapon carrier, Dodge-__-_._..--.----| 


Weapon carrier, Dodge. --_- 


Weapon carrier, Dodge_-_______- 


Weapon carrier, Dodge _- se 


Weapon carrier, Dodge - hs 


Weapon carrier, Dodge -- ----- eae | 


eet 
stoc 
oe catalog | Description of article 
*| No.or | 
class No. | 
270 | 
1 473519 | oe ON ee 
2 470812 | Lot #9: Truck, Van Type 
3 | 474025 | Lot #14: 
f 470811 | Lot #15: Carryall, Dodge 
5 | 471915 | Lot #27: 
6 473014 | Lot #29: Cargo Truck, meeeyettonat 
7 472434 | Lot #45: Cargo Truck, G 
8 472433 | Lot #53: 
9 472221 | Lot #57: 
10 472219 | Lot #60: 
11 465711 | Lot #77: 
12} 453124 | Lot #79: 
13 | 454711 | Lot #80: Weapon Carrier, Dodge 
14| 455013 | Lot #81: 
15 450013 Lot #82: 
16 453121 | Lot #83: 
17 453411 | Lot #84: 
18 453421 | Lot #85: 
19 453423 | Lot #86: 
20 453524 | Lot #88: 
21 453113 | Lot #89: 
22 453412 Lot #90: 
23 453413 | Lot #91: 
24 450713 | Lot #92: Weapon carrier, Dodge_- 
25 | 453422 | Lot #93: 
26 449911 | Lot #94: Weapon carrier, Dodge -- 
27 450011 | Lot #97: 
28 450014 | Lot #100: 
29 449913 | Lot #102: Weapon carrier, Dodge 
30 450413 | Lot #103: Weapon carrier, Dodge 
| 
| Total. 








Quantity 
delivered 


al ell al elle eee ee re 


| quantity | price 
| 
ea ..|$121. 01 
ea 301.01 
ea_- | 77.01 
ea 71.01 
a | 201.01 
ea | 231 O1 
ea... | 261 O1 
ea 115. 01 
ea | 211.01 
ee 201.01 
OWase se. | 121.01 
ea 66. 01 
ea 66. 01 
ea | 42.01 
ea... 66. 01 
ea | §6.01 
ea__ 46. 01 
ea 51.01 
ea 55. 01 
ea 55. 01 
ea 41.01 
ea 46. 01 
ea 76. 01 
hg 71.01 
ea 51.01 
ea. 45. 01 
ea. 45. 01 
ea 46. 01 
ea 36. 01 
ea 


0. 5&5—-RP. 


Unit of Unit 





i ee 


Sales price___......-- 


Refund. 





sisi 
| 
| 


~ 

- 
errr! 

= 


- 
ooo 
£22 


o>. 
Hts 
a oe 
-—= 


a 
= 
— 
= 
= 


. $5, 000. 00 


, 922. 30 


2, 077.7 
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Invoice No. 050,602-51 


From: (615) Advanced Base Depot (Disposal Unit). Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda Street, Los Angeles, Calif. 
Authority : Cont. No. N615s-2718, Cat. No. B-13—51, Case No. 579-RP. 
Date: 8-77-50. 
Title from which expended : 52000. 
Title and account to which expended : 
Appropriation chargeable: 17X1996. 


98023. 


Date of shipment: 18 August 1950. 











! ! 
Standard] | } 
Item | _Stoc ube ' Quantity) Unit of | Unit |, , 
No. mys j | Description of article | quantity | price Extension 
class No. | 
ee Ge ae ee ss | — 7 ee 
270 | 

1 446312 | Lot #33: Jeep, Willys. -___- iensedtele 1 | ea | $51.01} $51.01 

2 465516 | Lot #37: Jeep, Willys__-------- | 1 | ea.. 46.01 | 46. 01 

3 465539 | Lot #42: Jeep, Willys__.............---- } 1 | ea 56. 01 | 56. 01 

q 466623 | Lot #49: Cargo Truck, International ____- | 1 | ea | 85.01 85. 01 

5 466614 | Lot #51: Cargo Truek, International. --------- | 1 | ea.. | 85. 01 85. O1 

6 464819 | Let #54: Cargo Truck, International. | 1 | ea | 65.01 65. 01 

7 464822 | Lot #55: Cargo Truck, International __- | 1 | ea 76. O1 76. 01 

8 468415 | Lot #56: Cargo Truck, International_. 1 | ea | 71.01 71.01 
or) 468416 | Lot #57: Cargo Truck, International } 1 | ea | 81.01 81.01 
10 466618 | Lot #58: Cargo Truck, International. -| tf oo 61.01 | 61. 01 
ll 468412 | Lot #60: Cargo Truck, International. __- 1 | ea..._._.| 65.01 | 65. 01 
12 468414 | Lot #61: Cargo Truck, International. _- 1 | ea... | 51.01 | 51.01 
13 466619 | Lot #62: Cargo Truck, International | 1 | ea... 77.01 | 77. 01 
14 469013 | Lot #63: Cargo Truck, International. --_-_- | 1 | ea... 71.01 | 71.01 
15 469014 | Lot #64: Cargo Truck, International. ---.---- -| 1} ea.......| 77.01 | 77.01 











Invoice No. 050,602-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda Street, Los Angeles, Calif. 


Authority : Cont. No. N615s—2718, Cat. No. B-13—51, Case No. 579—-RP. 
Date: 8—7-—50. 
Title from which expended : 52000. 
Title and account to which expended : 98023. 
Appropriation chargeable: 17X1996. 
Date of shipment: 18 August 1950. 





a Nee hoe ae. ——— = ic — eS ee | i 


| | 
| Standard | 








toe | — r on. 

Item| 5 aa : | Quantity! Unitof | Unit |, , 

o »at ¢ di i g le . ? - NS 
No. | Geielos Description of article delivered | quantity price Extension 

No. or | | 
class No. | 
270 

16 468815 | Lot #65: Cargo Truck, International 1 | ea $70. 01 $70. 01 
17 469012 | Lot #66: Cargo Truck, International | 1 | ea 66.01 66. 01 
18 468418 | Lot #71: Weapon Carrier, Dodge | 1 | ea 46.01 46.01 
19 468417 | Lot #72: Weapon Carrier, Dodge 1 | ea 40. 01 40.01 
20} 465215 | Lot #73: Weapon Carrier, Dodge | 1 | ea 40.01 | 40.01 
21 | 465218 Lot #77: Weapon Carrier, Dodge | 1 | ea 5.01 45. 01 
22 | 5 | Lot #94: Reconnaissance Truck, International | 1 | ea 76.01 76. 01 
23 | 439527 | Lot #95: Reconnaissance Truck, International _| 1 | ea 81.01 81.01 
24 | 439521 | Lot #96: Reconnaissance Truck, International _| 1 | ea 76. 01 76. 01 
25 | 439526 | Lot #97: Reconnaissance Truck, International __| 1 | ea 76.01 76. 01 
26 | 439524 | Lot #98: Reconnaissance Truck, International. | 1} ea { S101; 81.01 
re 1, 715. 26 
Sales price $1, 715. 26 
Deposit ‘i 1,715. 26 
Balance d ie.... «-- -—_ None 
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Appropriation chargeable: 
Date of shipment: 30 August 1950. 


| 
| Standard 


| stock 
—_, catalog | 
is No. or 


| class No. 
270 

1 478012 

2 478013 

3 478014 


4 478816 
5 480812 
6 478213 
7 78914 
8 479012 
9 478916 
10 478414 
11 479017 


12 479014 
13 479018 | 
14 478317 
15 480711 
16 478117 
17 478114 
18 478016 
19 478011 


20 478113 
21 478211 

2 478219 
23 478218 
24 478216 


27 481312 
28 481112 
29 481618 
30 481617 
3! 481615 
32 481614 
33 481613 
34 481612 
35 | 481611 | 


DISPOSITION OF WAR SURPLUS PROPERTY 


Lot #3: 

Lot #4: 

Lot #5: 

Lot #8: 

Lot #16: 
Lot #22: 
Lot #24: 
Lot #26: 
Lot #28: 
Lot #30: 
Lot #33: 
Lot #35: 
Lot #36: 
Lot #37: 
Lot #38: 
Lot #39: 
Lot #40: 
Lot #45: 
Lot #48: 
Lot #49: 
Lot #50: 
Lot #52: 
Lot #53: 
Lot #54: 
Lot #55: 
Lot #63: 
Lot #65: 
Lot #93: 
Lot #95: 
Lot #96: 
Lot #97: 
Lot #99: 


Lot #102 


Total 


Invoice No, 050,604-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda St., Los Angeles, Calif. 
Authority : Cont. No, N615s—2734, Cat. No. B-7-51, Case No. 588-RP. 
Date: 8-7-50. 
Title from which expended : 52000. 
Title and account to which expended : 98028, 


17X1996. 


Description of article 


| Quantity) Unit of | Unit 
| delivered quantity | price 


| 





Cargo Truck, GMC__- 


Cargo Truck, GMC 


Cargo Truck, GMC__....__- ; 
Game Trae; GMC... se tet) 


Cargo Truck, GMC 


Cargo Truck, GMC_. 


Cargo Truck, GMC 


Cargo Truck, GMC. ................- 


Cargo Truck, GMC _. 
Cargo Truck, GMC _........_...-. 
Ganee T-tek, GMO... <2 ci. ssccu 
Cargo Truck, GMC_. 


Cargo Truck, GMC 
Cargo Truck, GMC 
Cargo Truck, GMC. 


Cargo Truck, GMC ___- 


Cargo Truck, GMC 


Cargo Truck, GMC... 


Cargo Truck, GMC_._____-__- 


Cargo Truck, GMC 
Cargo Truck, GMC. 
Cargo Truck, GMC-_ 
Cargo Truck, GMC. 
Cargo Truck, GMC 


Cargo Truck, GMC_.- : 


Stake Truck, Reo__- 
Stake Truck, Reo- 


Pickup Track, Dodge......----------| 


Pickup Truck, Dodge... .-.........-..-. 
Pickup Truck, Dodge. -.-..-.......-.- 
Pickup Truck, Dodge - - - - 

Pickup truck, Dodge-...........-.-.-- 
Lot #100: Pickup Truck, Dodge _- - -_-- 

Lot #101: Pickup Truck, Dodge --- -- py ae 
Pickup Truck, Dodge... -..--.- 


Pt mt ht hh et fem ch fh tt fh fh pa fh fh ft ft fh ph fc fh fh ff fe fh fh fh fh ef ed 
® 2 
= = 


| Extension 


| 


$621. 


441 
521 
551 
551 
651 


521. 
611. 
541. 


621 


601. 
501. 
501. 
451. 
451. 


611 


651. 
611. 
511. 


611 
621 


651. 
651. 
561. 


601 


211. 


211 
151 


111. 
111. 
111. 
111. 
111. 
111. 
| 111. 


01 
ol 
ol 
01 
ol 
ol 
ol 
ol 
ol 
Ol 
ol 
ol 
o1 
01 
01 
01 
or 
01 
01 
01 
ol 
01 
01 
01 
01 
ol 
O01 
ol 
01 
ol 
Ol 
01 
ol 
ol 
01 


| 15, 565. 35 





ee a pseguvatteawieal ee EP ee ee ere 
a See a ubeuee 


Balance due 


$15, 565. 35 
15, 565, 35 








None 


GENTLEMEN: Attached is copy No. 5 of our invoice covering material purchased 


by you under Catalog No. B-17-51. 
Invoice shows a refund due of $6,558.65. The Disbursing Office is being 


requested this date to effect the refund promptly. 
Please retain invoice for your files. 
Sa.es Orrice, U. S. NAVAL ADVANCED BASE Depot, Port HUENEME, CALIF. 


* 





as 
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Invoice No. 050,782-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 So. Alameda St., Los Angeles, Calif. 
Authority : Cont. No. N615s—2832, Cat. No. B-17-51, Case No. 595—-RP. 

Date: 17 August 1950. 

Title from which expended : 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X1996. 

Date of shipment: 15 Sept. 1950. 


Standard 
stock | . ; Se 
Item} 5° eee nein | Quantity! Unitof | Unit jp... 
No. catalog Description of artick | delivered quantity | price Extension 
No. or 
class No. 
| 270 
1 490215 | Lot #50: Platform Truck, Reo---. 1 | ea $351.01 | $351.01 
2 490214 | Lot #51: Platform Truck, Reo- -- 1 | ea | 321.01 | $21.01 
3 489712 | Lot #54: Cargo Truck, GMC 1 | ea | 177.11 177. 11 
4 | 490725 | Lot #57: Cargo Truck, International | 1 | ea 411.01 411.01 
5 490513 | Lot #60: Cargo Truck, GMC_. 1 | ea | 229. 92 | 222. 22 
6 | 490512 | Lot #61: Cargo Truck, GMC _. 1 | ea 251. 01 251.01 
7 |} 490717 | Lot #65: Cargo Truck, International 1 | ea 377.11 377.11 
8 490722 | Lot #69: Cargo Truck, International 1 | ea | 376.55 | = 376. 56 
9 490723 | Lot #70: Cargo Truck, International 1 | ea 376. 55 | 376. 55 
10 | 490511 | Lot #75: Cargo Truck, GMC ____. | 1 | ea 311.11 | 311.11 
1] | 490412 | Lot #76: Cargo Truck, GMC_._. 1 | ea | 266. 65 266. 66 
} Pures ites eae ops 
| anne eRe Sere ae | 3,441.35 
Deposit. .... $10, 000. 00 
Sales price _. 3, 441.35 
Refund eoteusa : Es. ; ~ Ate 6. 558. 65 


Invoice No. 050,776-50 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda Street, Los Angeles, Calif. 
Authority : Cont. No. N615s—2775, Cat. No. B-9-51, Case No. 590-RP. 

Date: 8-17-50. 

Title from which expended : 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X1996. 
Date of shipment: 13 Sept. 1950. 








} | 
| Standard | 
| Stock 
Item | a er ; Quantity | Unit of Uni 
é Cat: ese article antity nit o mit lpesenct 
No. | ge Description of article | delivered | quantity | price Extension 
| class No | 
£70 
1 479214 | Lot #10: Dump Truck, International | 1 | ea $551.11 | $551.11 
2 | 478915 Lot #21: Truck, Platform, GMC 1 | ea 461.01 | 461.01 
3} 481114 | Lot #40: Cab and Chassis, GMC 1 | ea | 661. 66 | 661. 66 
4 481116 | Lot #43: Cab and Chassis, GMC 1 | ea 601. 66 601. 66 
5 | 478712 Lot #46: Cargo Truck, GMC 1 | ea 626. 66 | 626. 66 
6 478713 | Lot #47: Cargo Truck, GMC 1 | ea 651. 66 | 651. 66 
7 478714 | Lot #48: Cargo Truck, GMC 1 | ea. | 611. 66 611. 66 
8 478716 | Lot #50: Cargo Truck, GMC 1 | ea 551. 66 551. 66 
9 | 472112 | Lot #85: Dump Truck, GMC 1 | ea 421.66 | 421. 66 
10 474418 | Lot #96: Wrecker Truck, Sterling 1 | ea 2,211.01 2,211.01 
| Total z | 7,349.75 
Sales price $7, 349. 75 
Deposit 7, 349. 75 
i Balance due_._- a phis None 
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Invoice No. 050,912-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda Street, Los Angeles, Calif. 
Authority: Cont. No. N615s—2859, Cat. No. B—4—51, Case No. 584—-RP. 

Date: 8-24-50. 

Title from which expended : 52000. 

Title and account to which expended : 98023, 

Appropriation chargeable: 17X1996. 




















Standard | 
Item p.. 3 Desertption of axtide Quantity) Unit of | Unit ae 

0. No. or delivered! quantity | price ZHCReOn 

class No. 

270 
1 452014 | Lot #1: Trailer, Low Bed, Platform_______....- 1 | @@..----. $165. 11 $165. 11 
2 449712 | Lot #5: Pickup Truck, International. ________-- 1 | ea 66. 01 66. 01 
3 448411 | Lot #7: Carryall Truck, Dodge. -__....._....--.- 1 | ea } 41,01 41.01 
4 439522 | Lot #10:, Pickup, International. _________. heh, 1 | ea 66. 16 66. 16 
5 439523 | Lot #11: Pickup, International meus eiinlich Sie 1 | ea 66. 16 66. 16 
6 468813 | Lot #15: Bus, 29-passenger, International . - .-. 8a | 66.01 66. 01 
7 467612 | Lot #44: Cargo Truck, International. ____..__-- | 1 | ea. | 311.01 311.01 
8| 465112 | Lot #45: Cargo Truck, GMC__._._..-_..___-- 1 | ea 166. 51 166. 51 
9| 465118 | Lot #46: Cargo Truck, GMC______.________-- 1 | ea.. 166. 51 166. 51 
10 | 469112 | Lot #51: Ambulance, Dodge rb aed ete 1 | ea. | 56.01 56. 01 
il 464821 | Lot #54: Cargo Truck, International_-_-----_- 1 | ea } 61.11 51.11 
12} 468115 | Lot #55: Dump Truck, International. --___---| 1 | ea 366. 11 366. 11 
13 468113 | Lot #56: Dump Truck, International---_____-- 1 ea 331. 11 331.11 
14 468012 | Lot #58: Dump Truck, International -_._____- 1 | ea 331.11 331. 11 
15 465212 | Lot #62: Platform Truck, 144-ton...._.._.___-- | 1 } @8-.....-- 25. 01 25. 01 
16 466027 | Lot #70: Weapon Carrier, Dodge___-_---- <eoal 1 .....-.| eae 21. 51 
17 466119 | Lot #72: Tractor Truck, Ford____....---- — t 1 @.....-.] PES 171.01 
| Ei nidsivtdccatenht aged abcpesenkaealsencwenihale Ret GREE Ae 2, 467. 47 





Sales price ____- FAL LAS NAT CRE EE NE ne Sn SA EN EN Ce , . $2, 467. 47 
ES See LE PPI I oh Het Atae:, Se eee .... 2,467.47 


he te EE RE Pee ee Sie Bey San) 7d cea We ege ste Peers es ae SEO) Ee eee OOD None 


GENTLEMEN : Attached is copy No. 5 of our invoice covering material purchased 
by you under catalog No. B-20-51. 
Invoice shows a refund due of $1,268.11. The Disbursing Office is being re- 
quested this date to effect the refund promptly. 
Please retain invoice for your files. 
SALES OrFice, U. S. NAVAL ADVANCED BAse Depot, Fort HUENEME, CALIF. 
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Invoice No. 051,200-—51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda St., Los Angeles, Calif. 
Authority : Cont. No. N615s—29438, Cat. No. B—20—-51, Case No. 598—RP. 

Date: 8 Sept. 1950. 

Title from which expended : 52000. 

Title and account to which expended : 98023, 

Appropriation chargeable: 17X 1996. 

Date of shipment: 21 Sept. 1950, 








a | 
stock : , mit | 
mg catalog Description of article uenty Pan : a Extension 
NO. or 
class No 
l Lot #2: Weapon Carrier, Dodge 1 | ea $56. 11 $56. 11 
2 Lot #6: Weapon Carrier, Dodge 1 | ea 66.11 66. 11 
3 Lot #7: Weapon Carrier, Dodge 1 | ea 76. 11 76. 11 
4 Lot #8: Weapon Carrier, Dodge 1 | ea 66. 11 66. 11 
5 Lot #10: Weapon Carrier, Dodge 1 | ea 35.11 35.11 
6 Lot #13: Diamond T Dump 1 ea SSI. 11 881. 11 
7 Lot #18: International Dump 1 | ea 331.11 331. 11 
8 Lot #20: International Dump 1 | ea 361. 11 361. 11 
y Lot #26: International Dump 1 | ea Sil. 11 511. 11 
10 Lot #28: International Dump 1 | ea 421.11 421.11 
il Lot #32: International Dump 1 | ea 561. 11 561. 11 
12 Lot #34: International Dump 1 | ea 401.11 401.11 
13 Lot #35: International Dump 1 | ea $11.01 411.01 
14 Lot #45: Dump, Reo 1 | ea 276. O1 276. 01 
5 193513 | Lot #51: AMC Dump 1 | ea 236. 11 236. 11 
if 494315 | Lot #56: International Dump 1 | ea 401.11 401. 11 
17 494319 | Lot #66: International Dump 1 ea 411.11 411.11 
1s 493715 | Lot #93: International Dump 1 | ea 341.11 341.11 
iv 494112 Lot #101: International Dump 1 | es S88. 11 388. 12 
Total _. , 6231. 89 
Deposit. - $7, 500. 00 
Sales price . ree 6, 231. 89 


Refund -___. : — . ee eS ee ne . -_ .. 1,268.11 
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Invoice No. 051,241-51 


From: (615) Advanced Base Depot (Disposal Unit),.Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 8S. Alameda Street, Los Angeles, Calif. 
Authority: Cont. No. N615s—2922, Cat. No. B-19-51, Case No. 597—-RP. 

Date: 9-11-50. 

Title from which expended : 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X1996. 

Date of shipment : 5 Oct. 1950. 


acti il bil ‘ - ee 


} 
j 








Standard | 
Stock | 
em sti ; Quantity) Unit of | 1 Unit 
} esc article @ le ™ 
. | Sarees Description of article | delivered| quantity | price |Extension 
class No. | } } 
| #870 | 
| } } | 
1 492112 | Lot #3: Truck, Cargo, Dodge, model WC-63. 1 | ea 1$136.11 | $136.11 
2| 491512 | Lot #8: Truck, Cargo, International. Loa! 1 | ea 85.11 | 85. 11 
3 491511 | Lot #10: Truck, Cargo, Internation: ate 1 | ea__- | 85.11 | 85.11 
4 492011 | Lot #12: Truck, Cargo, International. -_- |} 1 | ea 86.11 86. 11 
5 491811 | Lot #15: Truck, Cargo, International _- .| 1 | ea 66.11 | 66. 11 
6 491513 | Lot #16: Truck, Cargo, International 1 | ea 85.11 | 85.11 
7 490913 | Lot #20: Truck, Cargo, International. | 1! ea 156. 11 156. 11 
8 493914 | Lot #32: Truck, Dump, Mack, model FCSW___! 1 ea 568. 11 568. 11 
9 493912 | Lot #33: Truck, Dump, Mack, model FCSW 1 | ea 568. 11 568. 11 
10 493916 | Lot #34: Truck, Dump, Mack, model FCSW 1 | ea 568. 11 568, 11 
11 493911 | Lot #35: Truck, Dump, Mack, model FCSW 1 | ea 568. 11 568. 11 
12 | 493913 | Lot #36: Truck, Dump, Mack, model FCSW 1 | ea 568, 11 568, 11 
13| 497511 | Lot #37: Truck, Dump, Mack, model FCSW 1 | ea 568. 11 568. 11 
14 } 497813 Lot #40: Truck, Dump, Mack, model FCSW 1 | ea 568. 11 568, 11 
15 491113. Lot #54: Truck Tractor, International 1! ea 511.11 SIL 1 
16 492812 | Lot #57: Truck Tractor, International _ 1 | ea 401. 11 401.11 
17 454613 | Lot #63: Truck, Carryall, Dodge, model WC53 1 | ea 88. 51 88. 51 
18 | 490911 | Lot #68: Truck, Flat Bed, GMC, model 1 | ea 276. 11 276. 11 
| ‘CK W-352. 
19 | 493011 9: Truck Tractor, GMC, model 1 | ea 311.11 311.11 
ty 2 
20 490912 | Lot #75: T ruck, Cargo, GMC, model CCK W- 1 ea 241.01 241.01 
353. 
21 | 491612 | Lot #78: Truck, Cargo, GMC, model CCKW 1 | ea 251. 01 251. 01 
| 353. 
22 491411 | Lot #79: Truck, Cargo, International. -- 1 | ea 451 11 451.11 
23 | 491912 | Lot #88: Truck, Cargo, International - - - 1 | ea 511. 11 5LL. 1) 
24 492112 | Lot #90: Truck, Cargo, International 1 ea 451 11 451.11 
25 492411 | Lot #91: Truck, Cargo, International 1 ea 451.11 451.11 
26 491211 | Lot #94: Truck, Cargo, GMC, model CCK W 1 | ea 301. 11 sO 11 
353. 
27 492111 | Lot #101: Truck, Cargo, GMC, model CCK W 1 | ea 311.11 311.11 
353. 
28 492511 | Lot #105: Truck, Cargo, International 1 | ea $77.11 477.11 
Total. 9, 710. 28 
Sales price .- ‘Sita $9, 710. 28 
9, 710. 28 


Deposit 
Balance due - - . Noni 


GENTLEMEN: Attached is copy No. 5 of our invoice covering material pur- 
chased by you under Catalog No, B-21—51. 

Invoice shows a refund due of $3,707.68. The Disbursing Office is being re- 
quested this date to effect the refund promptly. 

Please retain invoice for your files. 
U.S. NAvAL ADVANCED BASE Depot, Port HUENEME, CALIF. 


SALES OFFICE, 























DISPOSITION OF WAR SURPLUS PROPERTY 687 


Invoice No. 051,260-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda Street, Los Angeles, Calif. 
Authority : Cont. No. N615s—2964, Cat. No. B—21-51, Case No. 599—RP. 

Date: 13 Sept. 1950. 

Title from which expended : 52000. 

Title and account to which expended: 98023. 

Appropriation chargeable: 17X1996. 

Date of shipment: 26 Sept. 1950. 


Standard 


‘ stock : r , ‘, 
my | a Description of article a, aa dl pe Extension 

NO, or 

class No 

270 

1 499813 | Lot #11: Dodge, Weapon Carrier 1 | ea $71.11 $71.11 
2 500912 | Lot #15: Dodge, Weapon Carrier 1 | ea 66. 11 66. 11 
3 500112 | Lot #63: Dodge, Cargo 1 | ea 176. 11 176. 11 
4; 500113 | Lot #4: Dodge, Cargo 1 | ea 176. 1) 176. 11 
5 500114 | Lot #65: Dodge, Cargo 1 | ea 176. 11 176. 11 
6 500212 | Lot #68: GMC, Cargo 1 ea 276. 11 276. 1 
7 501812 | Lot #70: GMC, Cargo 1 | ea x01. 11 301. 11 
s 495911 , Lot #100: International, Dump 1 | ea 466. 11 45. 11 
9g SOIS13 Lot #103: GMC, Dump l ea 2. 11 266. 11 
10 4196012 | Lot #107: Reo, Dump 1 | ea 166. 11 166. 11 
ll AOOLLI Lot #113 Dodge, Ambulance 1 ea 76. 11 76.11 
2 500313 | Lot #125: Dodge, Ambulance 1 | ea 75. 11 75. 11 
Total 2, 292. 32 


Deposit $6, 000. 00 
Sales price 2, 292. 32 
Refund 3, 707. 68 


Invoice No. 051,543-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 8S. Alameda St., Los Angeles, Calif. 
Authority: Cont. No. N615s-3026, Cat. No, B—24-51, Case No. 602-—RP. 

Date: 18 Sept. 1950. 

Title from which expended: 52000. 

Title and account to which expended : 98023. 

Appropriation chargeable: 17X1996. 

Date of shipment: 29 Sept. 1950. 


Standard 


stock . 
Item! ,, a aad re Quantity) Unit of Unit |e rene 
No, | cat slog Description of article delivered! quantity | price Extension 
No. or 
class No 
270 
l 505712 | Lot #47: Cargo, GMC 1 | ea $301.11 $301. 11 
2 5O45112 Lot #56: Cargo, GMC l ea 276, Al 276. 51 
3 505414 | Lot #70: Stake, Reo 1 | ea 236. 66 236. 66 
4) 505419 | Lot #87: Stake, Reo 1 | ea 236. 11 236. 11 
5 | 495614 Lot #103: Carryall, Dodge l ea 111. 51 111.51 
6 | 495613 | Lot #105: Ambulance, Dodge 1 | ea 76. 11 76. 11 
| Total __- ; 1, 238. 01 
Deposit e 4 2, 150.00 
Sales price having kaeeeedies ' Je — , 238. 01 
911. 90 


Refund 








1 
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Invoice No. 052,124-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Inc., 5753 S. Alameda Street, Los Angeles, Calif. 
Authority: Cont. No. N615s—3160, Cat. No. B-36—51, Case No. 614—-RP. 
Date: 9-28-50. 
Title from which expended : 52000. 
Title and account to which expended : 98023. 
Appropriation chargeable: 17X1996. 
Date of shipment: 2 Oct. 1950. 





| 
Standard 
stock | bey 
Item | oot, sr dil Quantity, Unit of | Unit . Bats 
No. | aged | Description of article p< mmwn quantity | price Extension 
| class No. 
4 aon ae tne —oeeeae | a - —~-$-__»- ———— 
270 | 
1 504711 | Lot #51: Truck, Flat Bed, International ust 1 | ea -/$511. 11 $511.11 
2 530415 | Lot #60: Truck, Stake, Reo, 146 ton hy eee 156. 11 | 156. 11 
| See ee penance 667. 22 
_ a 1 —E —_ -_ 
Lo eae ; nach , $3, 000. 00 
Sales price _- Pl eng ce ; : . 667. 22 
RN : Ree tens tyes sae ‘ 2, 332. 78 


Invoice No. 053,935-51 


From: (615) Advanced Base Depot (Disposal Unit), Port Hueneme, Calif. 
To: Green Truck Sales, Ine., 5753 = Alameda Street, Los Angeles, Calif. 
Authority: Cont. No. N615s-8779, Cat. No. B-62-51, Case No. 642-RP. 

Date: 12/29/50. 

Title from which expended : 52000. 

Title and account to which expended : 98023. . 

Appropriation chargeable: 17X1996. 











| } | 
Standard) | | 
stock | = 
Item k. . ae hae ieee Quantity! Unit of Unit [pytanc 
No. sages Description of article | delivered| quantity price Extension 
class No. | 
| | 
—s a eapidapetss Tanne SOOO OOS OO SOE 
270 | 
1 572614 Lot #63: JEEP, Willy’s, 4 ton, Mod. MB....| 1 a | $63.11 | $63. 11 
ES Seen eee $1, 250. 00 
Sales price ..........- Sees 63.11 
PN alco Sdcck ae ee : ; 1, 186. 89 





EXxHIpit 85 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, May 7, 1951. 
Re Green Brothers, truck purchases by the Atomic Energy Commission. 
Hon. HERBERT C. BONNER, 
Chairman, Subcommitee on Intergovernmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives. 

My Dear Mr. CHAIRMAN: Subsequent to the open hearings of the subcommittee 
on April 17, 1951, a member of your subcommittee, Representative Curtis, asked 
Mr. DeMaras of this Office to ascertain whether J. F. Freeman had been employed 
by the Federal Government during the years 1947 and 1948. 

Information has been received from the Civil Service Commission that search 
has been made of the record of a number of Government employees named J. F. 
Freeman, including five or six named Joseph F. Freeman, but none tallied with 
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the description of J. F. Freeman, or Joseph Francis Freeman, involved in this 
case. 

In this connection it is noted that the reported payments by Green Brothers 
Enterprises, Inc., from “Commissions” account included one to the executor 
of the estate of J. F. Freeman for $42,500, with an explanatory note that this 
payment was made in accordance with agreement of release dated November 
24, 1948, signed by Alexandera Freeman, executor of the estate of J. F. Freeman. 

Official marriage license records in the District of Columbia disclose that on 
October 28, 1944, Joseph Francis Freeman, 46, of Los Angeles, Calif., Was mar- 
ried to Alexandra Sarelakos, 24, at the Statler Hotel, Washington, D. C., by 
Rev. Joseph Powell Davies. 

“Alexandera” Freeman, executrix of the estate of J. F. Freeman, may be the 
same person as Alexandra Sarelakos who married Joseph Francis Freeman in 
Washington, D. C., on October 28, 1944. 

Previous investigations in the Garsson brothers war frauds cases disclosed 
that the Freeman wedding at the Statler Hotel on October 28, 1944, was financed 
to the extent of $2,112 by check of Erie Basin Metal Products, Inc., upon instrue- 
tions of H. M. Garsson. 

It appears that the J. F. Freeman involved with Green Brothers Enterprises, 
Inc., is the same J. F. Freeman who was previously associated with the Garsson 
brothers in wartime contracts. 

Sincerely yours, 
LiInpSAY C. WARREN, 
Comptroller General of the United States. 


Exurpir SGA 


House OF REPRESENTATIVES, 
Washington, D. C., June 29, 1951. 
Hon. Hersert C. BONNER, 
House Office Building, Washington, D.C. 

Dear Here: Enclosed is a copy of a letter I wrote today to the Honorable 
Francis P. Matthews concerning the matter I discussed with you. 

I am sure you will find the letter and enclosures self-explanatory. I believe 
these further activities in the field of surplus disposal by STEG indicate another 
avenue for investigation which our committee might well consider in connection 
with the work we have started on the matter of Trucks and Spares. 

I am also interested in the fact that this purchase on the part of the Navy 
seems to be entirely out of line with their normal requirements and represents 
another evidence of the type of purchasing which we have tried to check by our 
report on the Armed Services Procurement and Supply System now being printed. 

I sincerely hope that now that the Bunker Hill hearings have been closed that 
we might meet very shortly and dispose of this matter in executive session so 
that we can give the time and consideration to the matter of the disposal of 
surplus overseas which is indicated by the continuing evidence of large-scale 
operations which appears from time to time. 

Sincerely, 
CHARLES B. BrowNnson, 





Exursir S6B 


House OF REPRESENTATIVES, 
Washington, D. C., June 29, 1951. 
The Honorable Francis P. MarrHews, 
The Secretary of the Navy, Department of the Navy, 
The Pentagon, Washington 25, D. C. 

Dear Str: Enclosed herewith is a copy of a letter from a public-spirited con- 
stituent, Mr. George Gable, of the Perfection Paint & Color Co., of Indianapolis, 
which I received today. 

This letter, with its enclosures, which also are forwarded, raised a number of 
questions I believe you are best qualified to answer. 

(1) Why did the Navy, in 1944 and 1945, purchase 100,000 gallons of blue-black 
tint? I am informed that this mixed with white paint in the proportion of one 
half pint to 5 gallons, would produce 8,000,000 gallons of Navy gray paint, or 
enough to give 10,666 battleships of the Vissouri class one coat each. 


S2597— 51 pt. 1——45 
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(2) What was the basis on which this surplus paint was transferred to STEG 
by the Navy? How did this quantity of tint get to Germany? What quantity 
was turned over to STEG, and for what consideration? 

(3) What price did STEG realize when it sold this tint to Werk? 

(4) How is Navy gray paint being produced at present? Is this type of tint 
still being purchased? If it is, in what quantities and at what price? 

(5) Was the Navy Department informed when this paint was turned over to 
STEG and given an opportunity to screen this surplus material? Did the Navy 
declare this material surplus? 

In the event any of the above questions do not come within the purview of 
your Department, I would appreciate being advised to whom I should direct them. 


Sincerely yours, 
CHARLES B. BROWNSON. 


Exureir 86C 


PERFECTION Patnt & CoLor Co., 
Indianapolis, June 26, 1951. 
Representative CHARLES F. BROwNSON, 
House of Representatives, Washington, D. C.: 

Mr. Brownson, in line with your activity to prevent waste in Government and 
your looking into Government surplus materials, I am sending you some corre- 
spondence which I had with a firm in Germany. 

In 1944 and 1945, we produced and sold to the Navy 100,000 gallons of 52-P—42 
blue-black as mentioned in the first letter from Werk. Our contract price to 
the Navy in 1944 was $2.65 per gallon. You will notice in Werk’s second letter 
that they bought 250 tons of this material, which is approximately 36,000 gallons, 
and they are offering to sell it back to us at $1.26 per gallon, as you can see. 

It might be interesting to know under what conditions this material was sold 
as surplus and ended up in Germany. 

You will also note that the addition of one-half pint of this paint to 5 gallons 
of white, which is the standard method of making Navy gray, would indicate 
that the 100,000 gallons of blue-black sold by us to the Navy is enough to tint 
1,600,000 5-gallon cans, or 8,000,000 gallons of paint. 

As I have stated to you before, I cannot see why the military requests for funds 


should be above suspicion. 
PERFECTION Parnr & CoLor Co. 


GEORGE GABLE. 


P. S.—We certainly see a lot in the papers these days about the new and 
higher taxes which will be levied against the American pocketbook, but even after 
diligently searching I fail to find any actual economies in the Federal Govern- 
ment and hear very little from Republicans and Democrats alike regarding the 
outrageous and wasteful costs of the Federal Government. Certainly the House 
Appropriations Committee reduced the Commerce Department 10 percent the 
other day, but did that actually save any money ? 


Exureir 86D 
Wiiir E. KouLMEYERs, K. G., 
Bremen-Burg, den 21-10-1950. 
Ka. PERFECTION PAINT & COLOR Co., 
Vanufacturer, Indianapolis. 

GENTLEMEN: We received your esteemed letter of September 22, 1950 and 
thank you very much for your information, which has been very useful for us. 

Now we beg to make you a proposition, which may be very profitable for you. 

As you know, we have bought a whole lot of the blue-black tinting paint and we 
could offer you ca. 100 tons of that material at the very low price of $1.26 per 
gallon, f. o. b. Bremen, documents paid. 

We have bought 250 tons of the blue-black-tinting paint and intend to work 
up a great deal into our own production. We imagine that you would be 
interested in buying the remainder as you surely have customers for that excel- 
lent material. 

Hoping to receive your early news we remain, 

Yours very truly, 


WIKOLIN-WERK, 
Witt E. KoHumeyer, K. G., 
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ExuH sit 86E 


BREMEN-BURBG, GRONLANDSTRAFE 20, 
September 22, 1950. 
Wit E. Kouumeyer, K. G. 
Chemische, Und Lackfabrik, 
Wikolin-Werk, Bremenburg, Germany. 

GENTLEMEN: We are glad to cooperate with you in giving you information 
about the blue-black tinting paint which you bought. We are attaching a formula 
for this product. 

For your information, P-296 Beckosol is a soybean pentaerythritol alkyd con- 
taining 70 percent solids, 30 percent mineral spirits and with 25 percent phthalic 
and hydride based on the nonvolatile, for meeting Navy Specifications 52-R-13. 

This tinting paint was used by the Navy only for tinting purposes. They would 
add approximately 114 pints of this blue-black to 5 gallons of white linseed oil 
paint to make a navy gray. 

We are glad to be of assistance to you in the use of this material. 

Very truly yours, 
PERFECTION PAINT & COLOR Co., 
GEORGE GABLE. 


Exuipsir S6F 


Wir E. Kouumeyer, K. G., 
Bremen-Bur, den August 19, 1950. 
PERFECTION Paint & CoLouR Co., 
Indianapolis, Ind. 
GENTLEMEN: We have buyed from the STEG a whole lot of paint which has 
been produced by your factory. 
The cases are signed as follows: 
Paint-Tinting, blue black 
Stock No, 52~—T-842 
Spec. 52-P-42 
Bu.S. And.A. 
PKG./1094 of 2875 
REQ. NFK 501 
Cont. NXSX 63872 
Now it would be advantageous for us if you could communicate to us the 
composition of this paint. Certainly we know that you cannot expose the exact 
compound, but it would be sufficient to know what kind of lacquer binding agent 
the paint contains. 
We hope to receive your early news and remain, 
Yours very truly, 
WIKOLIN-WERK 
Wiiul E. KoHLMEYER, K.G. 


EXxuipeit ST7A 


UNITED STATES DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN AND DOMESTIC COMMERCE, 
OFFICE OF INDUSTRY AND COMMERCE, 
Washington 25, D. C., September 1, 1950. 
Mr. JosepH L. GOLDSTEIN, 
Truck Parts, 3712-14 Market Street, 
Philadelphia 4, Pa. 

Drar Mr. GoL_psteEInN: We have your letter of August 29, transmitted to us 
through Congressman Earl Chudoff. In this letter you apply for permission to 
reimport into the United States approximately 3006 x 6 heavy trucks of American 
manufacture, which are classified as foreign excess property, now located in 
Germany and upon which you propose to enter a bid. You state that it is your 
intention to dismantle a great portion of them for parts. 

In view of the growing shortages of heavy trucks in the United States and 
the special adaptability of 6 x 6 trucks for off-the-highway use, we agree that it 
would be beneficial to the economy of the country to permit the return of a 
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moderate number of these trucks. Your application, therefore, is approved and 
we are advising the collector of customs in Philadelphia to this effect. 

Will you kindly upon receipt of those trucks advise us how many of them 
you intend to sell as complete trucks and the number which were shipped partly 
disassembled or will be disassembled upon arrival in order to make available parts 
for similar vehicles whose owners are having difficulty now in securing replace- 
ment parts for the war-model trucks. 

This approval applies to this particular application only and our determination 
of the supply situation as it now exists. It does not necessarily imply approval 
of any other applications for the return of material of this type. 


Very truly yours, 
WILLIAM L. Beck, 


Foreign Excess Property Officer. 
(tet te ee 
Exuipsir 8S7B 


UNITED STATES DEPARTMENT OF COMMERCE, 
BUREAU OF FOREIGN AND DOMESTIC COMMERCE, 
OFFICE OF INDUSTRY AND COMMERCE, 
Washington 25, D. C., January 31, 1951. 
Mr. F. B. LAUGHLIN, 
Assistant Collector, Bureau of Customs, 
New York, N.Y. 

Dear Mr. LAUGHLIN: This is in reference to your letter of January 24 with 
which you submitted a list of items heretofore approved by us for entry into this 
country under Foreign Excess Property Order 1. 

All of the items on this list are admissible. It is our intention to let the bars 
down entirely on the return of all foreign excess property, except agricultural 
(food) items. 

We believe the above remarks answer your letter of January 12 regarding Lib- 
erty Electronics, Inc., 135 Liberty Street, New York City. 

Very truly yours, 
WILLIAM L. Becr, 
Foreign Excess Property Officer. 





Exuisir S7C 
Ferrvuary 7, 1951. 
Mr. FRANK Dow, 
Commissioner of Customs, Bureau of Customs, 
Treasury Department, Washington 25, D. C. , 

Dear Mr. Dow: This is in reference to recent telephone conversations between 
Mr. Charles W. Lucas, legal assistant, Bureau of Customs, and my office re- 
garding the determination by the Secretary of Commerce of January 9, 1951, 
governing the importation of foreign excess property. 

Under this determination it ig gur intention to let down the bars entirely on 
the return of all foreign excess property except agricultural (food) items, the 
latter not being our responsibility. 

Paragraph 4 of this determination refers to “foreign excess property originally 
procured for defense purposes.” This term was used to indicate that there 
exists a wide variety of goods and articles which at some time had been owned 
by the defense agencies, and which might be of potential interest to them again. 
While the word “originally” was not repeated in paragraph 7, it is our con- 
struction, and the context of the entire determination was meant to be con- 
strued, that the foreign excess property mentioned in paragraph 7 was the same 
as that already mentioned in paragraph 4. 

It is also our construction of the determination that any item we have ap- 
proved in the past is importable now without further approval; also that items 
made principally of materials which the NPA has declared to be in short supply 
(as in NPA Notice 1, as amended January 10, 1951—part %—Designation of 
Scarce Materials, copy attached) or manufactures of cotton, wool or nylon are. 
returnable without further permission. 

Very truly yours, 


Writiam L. Beck, 
Foreign Excess Property Officer. 
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ExHInIT 87D 
TITLE 44—PUBLIc PROPERTY AND WORKS 
CHAPTER IV—DEPARTMENT OF COMMERCE 
’art 401—Disposal of Foreign Excess Property 
Excess PROPERTY FABRICATED FROM CRITICAL MATERIALS 


Determination by the Secretary of Commerce under section 402 of Public 
Law 152, Eighty-first Congress, and Foreign Excess Property Order 1, as 
amended August 23, 1950. 

Whereas the President of the United States on December 16, 1950, proclaimed 
a State of National Emergency, and announced “a very rapid speed-up in the 
production of military equipment” ; and 

Whereas the production of equipment for the defense of the United States 
will require large quantities of materials already in short supply, including 
but not limited to steel, nonferrous metals, natural and synthetic rubber, and 
other materials; and 

Whereas large quantities of foreign excess property originally procured for 
defense purposes still remain overseas, having been declared surplus to the 
needs of the Government owning agencies. Much of this property has been sold 
to civilian purchasers and can be put to civilian use in this country, thus obviat- 
ing the consumption of critically short materials in new production for civilian 
use and conserving such materials for defense production ; and 

Whereas foreign excess property may not be imported into the United States, 
pursuant to section 402 of Public Law 152, Eighty-first Congress, unless the 
Secretary of Commerce (in the case of nonagricultural property) “determines 
that the importation of such property would relieve domestic shortages or other- 
wise be beneficial to the economy of this country” : 

Now, therefore, pursuant to said section 402 of Public Law 152, Eighty-first 
Congress, and Foreign Excess Property Order 1, as amended August 23, 1950, the 
Secretary of Commerce hereby determines : 

The importation into the United States of nonagricultural foreign excess 
property procured for the use of the armed services or other purposes of defense 
and fabricated from materials now in short supply or required for forthcoming 
defense production will be beneficial to the economy of this country. 

§ 401.100 Eacess property fabricated from critical materials. (a) This sec- 
tion shall apply to nonagricultural items of foreign excess property fabricated 
for defense use in whole or in part from critical materials. 

(b) The Collectors of Customs at the several ports of entry are hereby au- 
thorized to permit the entry for consumption of such foreign excess property. 
If doubt exists as to the admissibility of an item, the Foreign Excess Property 
Officer shall be consulted by the Collector of Customs before entry is allowed. 

(c) All of the commodities coming within the foregoing ctessification now in 
the United States under bond or in foreign trade zones may be released imme- 
diately or entered in the regular manner under this determination. 

(d) No application need be made to the Secretary of Commerce or to his 
delegated representative, the Foreign Excess Property Officer, Office of Industry 
and Commerce, Department of Commerce, to import any such property. 

(e) Any communication concerning this section shall be addressed to the 
Foreign Excess Property Officer, Office of Industry and Commerce, Department 
of Commerce, Washington 25, D. C., Ref. F. E. P. Order 1. 

(Sec. 402, 63 Stat. 398; 41 U. S. C. Supp., 272. Interprets or applies Reg. 8, 
Feb. 10, 1950, 15 F. R. 845) 
Issued this 9th day of January 1951. 
[SEAL] CHARLES SAWYER, 
Secretary of Commerce. 
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Exurtseit 88 
wd 


FEBRUARY 27, 1951 
Hon. Hersert C. BonNER, 
Committee on E.crecutive Expenditures, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN Bonner: In accordance with your request by telephone for 
information as to the activities of this Department with respect to foreign excess 
property, I wish to give you the following summary : 

Under section 33 of the Surplus Property Act of 1944 (50 App. U. 8. C., sec. 
1642), the Surplus Property Board was authorized to issue regulations to carry 
out the general statutory policy of prohibiting the importation into the United 
States of surplus property sold abroad or for export. The numerous objectives 
which this policy and this provision were designed to achieve were set forth in 
section 2 of the act (50 War App. U. 8S. C. 1611). This function was transferred 
to the Surplus Property Administrator by the act of September 18, 1945 (50 App. 
U. S. C., see. 1642), and subsequently transferred to the Secretary of State by 
section 2 of Executive Order 9689 of February 1, 1946 (3 C. F. R. 1946 Supp., p. 
93). Public Law 584, Seventy-ninth Congress, approved August 1, 1946, in effect 
confirmed the authority of the Secretary of State. 

The Surplus Property Board, the Surplus Property Administrator, and the 
Secretary of State issued regulations (generally called Foreign Liquidation Com- 
missioner Regulation 8 and Order 6 thereto) which contained a list of items 
exempted from the prohibitions against importation. The Civilian Production 
Administration and the Office of War Mobilization and Reconversion advised the 
Secretary of State as to which items should be exempted from the prohibition 
against importation. The general standard used was whether the item in 
question was in short supply in the United States. 

In April 1947 the Department of Commerce (to which the functions of the 
OWMR and CPA were transferred by Executive Order 9841 of April 23, 1947) 
undertook this function of advising the Secretary of State with respect to such 
exempted items. On August 13, 1948, the standard used for placing items on this 
exempted list was revised, and items were so listed where they were considered 
“urgently needed in the domestic economy” and “in critically short supply”; i. e., 
where (1) the domestic producers of the commodity were not generally able to 
meet the total demand, or (2) the commodity was made predominantly of mate- 
rials in critically short supply, or (3) the market price of the commodity had 
risen since June 1946 considerably more than the average wholesale price of all 
commodities. 

The Federal Property and Administrative Services Act of 1949 (Public Law 
152. Sist Cong.: 41 U. S. C., Supp. IIT 201-274) became effective July 1, 1949. 
Section 402 of that act (41 U.-S. C., Supp. III, sec. 272) provides, with respect 
to foreign excess property disposed of after the date of the act, that such 
property shall not be sold without a condition forbidding its importation into the 
United States unless the Secretary of Commerce, in the case of nonagricultural 
commodities, “determines that the importation of such property would relieve 
domestic shortages or otherwise be beneficial to the economy of this country.” 

On August 16, 1949, Foreign Liquidation Commissioner Regulation 8 was 
amended to provide that nonagricultural foreign excess property should not be 
imported into the United States “except to the extent that the Secretary of 
Commerce * * *_ specifically authorizes such importation upon determina- 
tion that the importation would relieve domestic shortages or otherwise be 
beneficial to the economy of this country” (14 F. R. 5201). 

On August 20, 1949, the Secretary of Commerce issued Foreign Excess Property 
orders 1 and 2. Foreign Excess Property Order 1 (14 F. R. 5277) applied to non- 
agricultural foreign excess property sold on or after July 1, 1949, and contained 
the rules relating to the importation of such property under the terms of the 
Federal Property and Administrative Services Act of 1949. It provided a general 
exemption for scrap and provided for specific applications for other property and 
gave as the general standard for approving applications that “the importation 
would (a) relieve domestic shortages or (b) otherwise be beneficial to the 
economy of this country.” Foreign Excess Property Order 2 (14 F. R. 5278) 
applied to the importation of nonagricultural foreign excess property sold before 
July 1, 1949. It provided for a general exemption for items previously exempted 
under the Foreign Liquidation Commissioner regulations, and provided for 
specific application and authorization for other items when “the importation 
would (a) relieve domestic shortages or (b) otherwise be beneficial to the 
economy of this country.” 
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On August 23, 1950, foreign excess property orders 1 and 2 were consolidated 
into foreign excess property order 1, as amended Angust 25, 1950 (15 F. R. 
5847). Copies of this order are enclosed. The order provided that applica- 
tions would be approved when it was determined that “the importation would 
(a) relieve domestic shortages or (b) otherwise be beneficial to the economy 
of this country.” Provision was also made for appeals for determinations by 
the foreign excess property officer of the Department to the Appeals Board of 
the Bureau of Foreign and Domestic Commerce of this Department. 

In the light of the growing shortages of materials as the result of military 
activities in Korea and the general mobilization program, consideration Was 
given to the desirability of permitting more general importation of scarce com- 
modities. Consideration was given also to the actions of the National Produc- 
tion Authority imposing inventory and other controls over a number of materials 
which were becoming increasingly scarce. Upon the issuance of the President's 
Proclamation 2914 of December 16, 1950 (15 F. R. $029), of a state of national 
emergency and the President’s announced speed-up in the procurement of mili- 
tary equipment, the conclusion was reached, in the light of the hardships upon 
business, particularly small business, caused by scarcities of materials, and the 
delays which the armed services were experiencing in the procurement of a 
number of items made from such scarce materials, that the importation of 
nonagricultural items fabricated in whole or in part from critical materials 
would relieve domestic shortages and would be beneficial to the economy of this 
country and to the mobilization effort. 

Accordingly, on January 9, 1951, the Secretary issued a determination that 
the importation into the United States of nonagricuitural foreign excess property 
procured for the use of the armed services or other purposes of defense and 
fabricated from materials now in short supply or required for forthcoming 
defense production would be beneficial to the economy of the country. This 
determination under the terms of foreign excess property order 1 provided a 
general authorization for the importation of nonagricultural items of foreign 
excess property fabricated for defense use in whole or in part from critical 
materials. This determination appears in volume 16 of the Federal Register 
at page 320. Copies of the document are enclosed. 

In its administration of these various orders, this Department has directed 
its consideration principally to the degree and extent of domestic shortages, 
particularly as reflected by delays or impossibilities of obtaining a commodity 
or by increasing prices for domestic purchases of a commodity, or to other 
respects in which the importation would be beneficial to the economy of this 
country. This Department has not, in general, given controlling weight to the 
effect which its authorization would have upon the price already paid or to be 
paid to the disposing agency of the Government for the property. 

In the case of property sold by the Government to private purchasers before 
July 1, 1949, most of the foreign excess property admitted was admitted under 
the specified list of exceptions and there were relatively few individual authori- 
zations. Here it seems clear that the addition of an item to the list where 
importation was authorized would tend to increase the price which a purchaser 
would be willing to pay for it abroad, since this would increase the market 
for the commodity: it would also tend to have a depressing effect upon the 
domestie price of the commodity. Authorizations issued after July 1, 1949, with 
respect to property sold before that date would, of course, have no effect upon 
the purchase price. 

Property sold by the Government after July 1, 1949, with the exception of 
scrap, was handled on an individual basis, in most instances after the sale by 
the various Government agencies to the private purchaser had already been 
completed. To the extent that the sale to a private purchaser had been com- 
pleted, the authorization to import would have no effect upon the price. How- 
ever, where authorizations were given before the purchase had been completed, 
the authorization in some cases, we understand, may have resulted in increasing 
the price realized by the Government. 

This Department's primary concern, however, in accordance with the statutory 
provisions under which we have been acting, has been the effect of the impor- 
tation of the commodity in question upon the domestic economy, upon domestic 
users and purchasers, and domestic manufacturers and distributors. Unless an 
importation could be soundly based upon these domestic factors, no authorization 
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could be granted, even though the denial prevented the disposing agency from 
taking advantage of a favorable offer. 

Please let me know if there is any further information or assistance we can 
give in connection with your committee's investigation. 


Sincerely yours, 
MATTHEW HALE, Acting Solicitor. 


Exnuisir 89A 


THE SECRETARY OF COMMERCE, 
Washington, April 7, 1951. 
Hon. HERBERT C. BONNER, 
Chairman, Subcommittee on Interdepartmental Relations, 
Committee on Expenditures in the Executive Departments, 
House of Representatives, Washington, D,. C. 

Dear Mr. CHAIRMAN: I have read in the press a statement made before your 
committee that a law firm had received a fee of $95,000 for processing an appli- 
cation through the Department of Commerce for the importation of trucks. 

I stated some months ago, and have repeated it, that no “contact man” was 
needed to get attention and action in the Department of Commerce. I do not, 
of course, reflect upon the activities of lawyers or other representatives who, 
in a perfectly proper way, present their clients’ cases to Government depart- 
ments, including my own. 

So far as I know, no one in my Department can be influenced by any outsider 
to do other than his duty. It is of course possible that persons may claim to 
have influence, even though they have none. If any man claims that he has any 
influence in my Department, I would like to know who he is. 

In accordance with your request at an earlier hearing, this Department’s 
complete file on this application was turned over to your committee, where it is 
now. I have never seen the file in question, but I have made inquiry about the 
matter and am advised that there is not the slightest indication of any impro- 
priety in the actions of the employees of the Department of Commerce, but, | 
on the contrary, every indication that the matter was handled properly and in 
strict accordance with the applicable statute. 

The statement above mentioned, however, may have given the impression 
that one or more employees of my Department were influenced by money or 
otherwise to grant this permit. I am writing this letter to say that if your 
investigation discloses any impropriety on the part of any employee of this 
Department, he will be promptly discharged, and if he can be prosecuted legally 
I shall see that he is. On the other hand, if, as I am confdent will be the case, 
your investigation discloses no impropriety on the part of any employee of this 
Department, I will greatly appreciate a statement from your committee to that 
effect. 

I deplore the fact that current developments and activities are inclined to 
create the impression that every public employee is either a knave or a fool. 
It is high time that some effort be made to dispel this impression. Our friends 
as well as our enemies should know that this is not true. With only rare 
exceptions, Government employees are honest and competent and have a sincere 
desire to render public service. 

With reference to my particular Department, I would like the public to know 
that any employee who yields to improper influence will be promptly fired and 
prosecuted, but that in reality the employees of the Department of Commerce 
are loyal and competent and not subject to influence of any kind. 

Yours sincerely, 





CHARLES SAWYER, 
Secretary of Commerce. 





OxHIBIT SOB 
APRIL 16, 1951, 


Hon. CHARLES SAWYER, 
The Secretary of Commerce, Washington, D. C. 

My Dear Mr. Secretary: I have received your letter of April 7, 1951, and 
brought it to the immediate attention of the subcommittee membership. The 
members have directed me to acknowledge your communication and to state 
their wholehearted accord with your assertions in defense of the employees of 
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the Federal Government. The hearings held by the subcommittee have demon- 
strated the high level of competency in public service found in our Government 
employees. 

Your statement establishing that any acts arising out of improper influence 
of any of the employees of your Department will result in prompt dismissal! 
and prosecution is to be commended. This is a forthright stand, justified in 
every administrator defending loyal and competent employees. 

It is to be regretted, however, that receipt of your letter was not had previous 
to announcements of its contents by the press. Since, for the most part, the 
information carried in the press did not state the letter in its entirety, you can 
appreciate the position in which the subeommittee was placed. 

A study of testimony at the hearings dealing with the examination of the 
Commerce officials will throw some light on the concern shared by the sub- 
committee. The membership were only able to draw out the pertinent informa- 
tion surrounding the ruling on the determinations of material in short supply 
and beneficial to the economy after protracted colloquies. 

Very truly yours, 
Hersert C. BONNER, Chairman. 





IxHIBIT 90 
Tite 44—Pupstic Properry anp Works 
CHAPTER VI—DEPARTMENT OF COMMERCE 
[Foreign Excess Property Order 1, as amended August 23, 1950] 
Part 601—Disposal of Foreign Excess Property 
ForEIGN Excess PROPERTY ORDER 1 


IMPORTATION INTO THE UNITED STATES OF NONAGRICULTURAL FOREIGN EXCESS 
PROPERTY SOLD ON OR AFTER JULY 1, 1949 
ForeEIGN Excess PROPERTY ORDER 2 
IMPORTATION INTO THE UNITED STATES OF NONAGRICULTURAL FOREIGN EXCESS 
PROPERTY SOLD BEFORE JULY 1, 1949 
§§ 601.1 to 601.6 and §§ 601.21 to 601.26 (Foreign Excess Property Orders 1 and 
2) are hereby amended and consolidated into one Order, designated Foreign 
Excess Property Order 1, to read as follows: 
“IMPORTATION INTO THE UNITED STATES OF NONAGRICULTURAL FOREIGN EXCESS 
PROPERTY 


“See. 601.1 Scope of this Order. 
601.2 Definitions. ; 
601.3 Foreign excess property sold by Government on and after July 1, 1949; Sec. 
> 


402 of PL 152. 
601.4 Foreign excess property sold by Government before July 1, 1949; Sec. 508.15 
of Regulation 8 of Secretary of State. 


601.5 Applications to Secretary of Commerce for authority to import. 
601.6 Exception in favor of scrap metal. 

601.7 Approval of i ge | by Secretary of Commerce. 

601.8 Notice to applicants and to collectors, 


601.9 Appeals. 
601.10 Communications. 

“§ 601.1 Scope of This Order. This Order (§§ 601.1 to 601.10) explains the 
conditions under which foreign excess property may be imported into the United 
States. There are certain exceptions to the general prohibition against importa- 
tion which apply to excess property sold abroad by the United States Govern- 
ment or any agency thereof before July 1, 1949, but which do not apply to such 
excess property sold abroad by the Government on or after July 1, 1949. Hence 
it is essential to know the date on which the property was sold by the Govern- 
ment or any agency thereof in order to determine whether or not it may be 
imported into the United States. 

“$601.2 Definitions. For the purposes of this part: 

“(a) Eaxcess property means any property (except any agricultural commodity, 
food, or cotton or woolen goods) originally under the control of any Federal 
agency, which is not required for its needs and the discharge of its responsibili- 
ties, as determined by the head thereof. 
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“(b) Foreign excess property means any excess property located outside the 
continental United States, Hawaii, Alaska, Puerto Rico, and the Virgin Islands, 
including such property which has been sold by the Government or any of its 
agencies and is outside the continental United States, Hawaii, Alaska, Puerto 
Rico, and the Virgin Islands. Any excess property which was sold by the Gov- 
ernment before July 1, 1949, and at the date of sale was located on Guam or 
other Pacific insular possessions of the United States (which inciude Samoa, 
Swain’s Island, Baker Island, Howland Island, Jarvis Island, Johnstone Island, 
Sand Island, Kingman Reef, Kure Island, Midway Islands and Wake Island) is 
not considered to be foreign excess property and is not subject to the restrictions 
of this part regarding sale and importation. However, excess property sold by 
the Government on or after July 1, 1949, which at the time of its sale was located 
or Guam or other Pacific insular possessions of the United States is considered 
foreign excess property and is subject to the restrictions of this part regarding 
sale and importation. Property which was originally owned by the Government 
and was sold by the Government as foreign excess property retains its status as 
foreign excess property no matter how many times it has changed ownership. 
“Foreign excess property sold by the Government on and after July 1, 1949 

“§ 601.3 Provisions of Sec. 402 of Public Law 152 and Effect Thereof. (a) 
Sec. 402, Title IV, Public Law 152, Slst Congress (Federal Property and Admin- 
istrative Services Act of 1949), approved June 30, 1949, is applicable to the sale 
of foreign excess property by the Government on and after July 1, 1949 and the 
importation thereof. It has no application to the sale and importation of such 
property sold by the Government before July 1, 1949, Sec. 402 reads in part as 
follows : 

“Sec. 402. Foreign excess property may be disposed of (a) by sale, exchange, 
lease or transfer, for cash, credit or other property, with or without warranty, 
and upon such terms and conditions as the head of the executive agency con- 
cerned deems proper; but in no event shall any property be sold without a 
condition forbidding its importation into the United States, unless the Secretary 
of Agriculture (in the case of any agricultural commodity, food, or cotton or 
woolen goods) or the Secretary of Commerce (in the case of any other property) 
determines that the importation of such property would relieve domestic short- 
ages or otherwise be beneficial to the economy of this country.’ 

“(b) Effect of Sec. 402 of Public Law 152. Pursuant to Section 402 of Public 
Law 152, approved June 30, 1949, on and after July 1, 1249, a sale of foreign 
excess property by the United States Government or any agency thereof must 
contain a condition prohibiting its importation into the United States, unless 
the Secretary of Commerce, in the case of nonagricultural property, determines 
that the importation of such property would relieve domestic shortages or other- 
wise be beneficial to the economy of this country. 

“(c) Applications to the Secretary of Commerce under Sec. 402 of Public 
Law 152. Any person who has purchased foreign excess property from the Gov- 
ernment or from any party who in turn had purchased it from the Government 
en or after July 1, 1949, or who proposes to purchase it, may apply to the Secretary 
of Commerce for a determination as specified in Section 402 of Public Law 152. 
If the Secretary makes a favorable determination the property may be imported 
notwithstanding the prohibition against importation made a condition of the 
sale by the Government. The application to the Secretary shall be made as 
provided in Section 601.5 of this part. 

“Foreign excess property sold by the Government before July 1, 1949 

“§$ 601.4 Provisions of Sec. 508.15 of FLC Regulation 8. (a) Sec. 508.15 of 
FLC Regulation 8, issued by the Secretary of State, as amended February 10, 
1950 (15 F. R. 845), is applicable to the importation of foreign excess (referred 
to in See. 508.15 below as ‘surplus’) property sold by the Government or any 
agency thereof before July 1, 1949. It has no application to property sold by 
the Government on or after July 1, 1249, which is controlled by Sec. 402 of Public 
Law 152. Sec. 508.15 of Regulation 8 reads as follows: 

“*$ 508.15 Importations into the United States. Surplus property sold in 
foreign areas by the Government or any agency thereof before July 1, 1949, shall 
not be imported into the United States in the same or substantially the same 
form in which it was exported from the United States if such property was 
originally produced in the United States and is readily identifiable as such, 
except to the extent that the Secretary of Commerce or his delegated representa- 
tive specifically authorizes such importation upon determination that the impor- 
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tation would relieve domestic shortages or otherwise be beneficial to the economy 
of this country: Provided, however, That the prohibition of this section shall 
not apply to the importation of such property (a) for the purpose of recondi- 
tioning for reexport, or (b) by a veteran (or member of the Armed Forces) 
upon certification by him that the importation is being made for his personal 
use, or (c) if sold primarily for and imported for use as scrap metal and the 
importer furnishes an undertaking in a form and an amount to be prescribed by 
the Treasury Department to insure that none of the property will be diverted 
from use as scrap metal. Nothing in this section shall prevent the importation 
of property in transit to a point in the United States on or before June 30, 1949, 
in accordance with the provisions of FLC Regulation 8, Order 6 (14 F. R. 1283) : 
Provided further, That, for the purposes of this section, foreign areas shall not 
include Guam or other Pacific insular possessions. Nothing in this section shall 
prevent surplus property which is owned by a Government agency from being 
brought into the continental United States, its territories or possessions.’ 

“(b) Effect of Sec. 508.15 of Regulation 8. Sec. 508.15 of Regulation 8 applies 
only to property sold by the United States or any agency thereof before July 1, 
1949. Pursuant to Sec. 508.15 such property may be imported into the United 
States (i) if it was originally produced in the United States and is readily 
identifiable as such and is not in substantially the same form in which it was 
exported from the United States (The intent of this clause is to prohibit the 
importation of any item of property which has not been so mutilated as to make 
it incapable of being used for other than scrap purposes.): (ii) if the importa- 
tion is made for the purpose of reconditioning for reexport upon supplying the 
bond required by the Bureau of Customs; (iii) if the importation is made by 
a veteran or member of the Armed Forces upon his certification that it is for 
his personal use; (iv) if sold primarily for and imported for use as scrap metal 
upon supplying the bond required by the Bureau of Customs, and (v) if the 
property is of the type and kind listed on Schedule A of Order 6 of Regulation 
8 (14 F. R. 1283) and was in fact in transit to the United States on or before 
June 30, 1949. Any foreign excess property sold by the Government or any 
agency thereof before July 1, 1949 which meets any of these conditions may be 
imported without first making application to the Secretary of Commerce. The 
Collector of Customs at the port of entry will determine whether the property 
is admissible under any of the foregoing conditions, but in case of doubt will 
first consult with the Foreign Excess Property Officer. 

“(c) Applications to Secretary of Commerce under Sec. 508.15 of Regulation 8. 
See. 508.15 of Regulation 8 provides one further exception to the prohibition 
against importation, namely, if the Secretary of Commerce or his delegated 
representatives specifically authorizes the importation upon determination that 
the importation would relieve domestic shortages or otherwise be beneficial to 
the economy of this country. Consequently, in respect to property sold by the 
Government or any agency thereof before July 1, 1949 and which does not 
qualify for importation under any of the conditions in Sec. 508.15 of Regula- 
tion 8, summarized in clauses (i) to (v) of paragraph (b) of this section, the 
importer or proposed importer may apply to the Secretary of Commerce for a 
determination that the importation would relieve domestic shortages or other- 
wise be beneficial to the economy of this country. If the Secretary of Commerce 
makes such determination the property may be imported. Any such applica- 
tion shall be made to the Secretary of Commerce as provided in Sec, 601.5 of 
this part. 

“(d) Property sold before July 1, 1949, by Government on Guam or other 
Pacific insular possessions of the United States erempt from import restrictions 
Sec. 508.15 of Regulation 8. See. 508.15 of Regulation 8, as amended February 
10, 1950, provides that “foreign areas” shall not include Guam or other Pacific 
insular possessions (of the United States) as listed in See. 601.2 (b) of this 
part. Consequently the restrictions on importation in See. 508.15 of Regulation 
8 do not apply to excess property sold by Government or any agency thereof be- 
fore July 1, 1949, if the property at the time of such sale was physically located 
on Guam or other Pacific insular possessions of the United States. Such property 
may be imported into the United States upon submitting proof satisfactory to the 
Collector of Customs at the port of entry that (1) the property was sold before 
July 1, 1949 by the Government or any agency thereof and (2) at the time 
of such sale the property was physically located on Guam or other Pacific insular 
possessions. 
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“How to apply to Secretary and contents of application 

“$ 601.5 Applications to the Secretary of Commerce. Pursuant to Sec. 402 
of Public Law 152 (as to foreign excess property sold by the United States Govern- 
ment or any agency thereof on or after July 1, 1949, or which has not yet been 
so sold by the Government) ; and pursuant to Sec. 508.15 of Regulation 8 (as to 
foreign excess property which has been sold by the United States Government 
or any agency thereof before July 1, 1949 and which does not qualify for im- 
portation under any of the conditions in Sec. 508.15 of Regulation 8, summarized 
in clauses (i) to (v) of paragraph (b) of Sec. 601.4 of this part) an importer 
or any person proposing to import such property may make application to the 
Secretary of Commerce for a determination that the importation of specified 
property would relieve domestic shortages or otherwise be beneficial to the 
economy of this country. 

“(a) How to make application. Application shall be made by the party pro- 
posing to make the importation or who has executed or will execute the United 
States Customs entry, by letter in duplicate addressed to the Foreign Excess 
Property Officer, Office of Industry and Commerce, Department of Commerce, 
Washington 25, D. C., Ref: FEP Order 1. The applicant must supply the in- 
formation called for by subparagraphs (1) to (8) of paragraph (c) of this sec- 
tion. An incomplete application will be returned without action and will not 
be acted upon until complete information has been supplied. Where any in- 
formation requested is not applicable, the applicant must so state, explaining 
why the particular information is not applicable to his case. 

“(b) Penalties. (1) The applicant will be subject to the criminal penalties 
for any wilful misrepresentations provided for in Sec. 1001, Title 18 (Crimes) of 
the United States Code. (2) Any person importing foreign excess property for 
which an authorization by the Secretary of Commerce is required, who has not 
secured such authorization will be subject to the penalties provided for in the 
Custom laws of the United States. 

““(c) Contents of the application. (1) Name and address. Name of applicant 
and the address of his principal place of business. 

“(2) Exact location of the property. The exact location of the property and, 
if it is still owned by the United States Government, whether it is in control of 
the Army, Navy, Air Force, or other agency. 

“(3) Date of Sale by Government. If the property has already been sold, the 
date on which the property was sold by the United States Government or any 
agency thereof either to the applicant or to the person from whom the applicant 
has bought or proposes to buy the property. 

“(4) Party from whom.applicant bought or will buy property. If the applicant 
has bought or proposes to buy the property from any person other than the United 
States Government or agency thereof, the name and address of such person and a 
copy of the applicant’s purchase contract, if any. 

“(5) Description of the property. A detailed description of the property, 
giving as far as practicable for each item the make, type, and quantity and any 
identifying marks. 

“(6) Proposed date and port of importation. If the property has not yet 
reached a United States port of entry, the proposed date and port of importation 
into the United States, and, if known, the name of the ship. 

“(7) Bureau of Customs data. If the property is held in a United States Cus- 
toms warehouse, or otherwise in the control of the Bureau of Customs, Treasury 
Department, full particulars as to the status of the property, including type of 
Customs entry and identifying Customs numbers and symbols. 

“(8) Domestic shortage of property. The statement of the applicant that im- 
portation of the property would relieve domestic shortages or otherwise be bene- 
ficial to the economy of this country, together with his reasons and such support- 
ing supply-demand data and other evidence as he may be able readily to procure, 
such as: reasons why in his judgment the domestic demand for the property is not 
attributed solely to the price at which the property will be offered as compared 
with the price of similar property of new domestic production; signed statements 
of consumers or dealers who have found difficulty in locating supplies of similar 
new property, or of manufacturers who have been unable to fill orders for such 
property ; production and consumption statistics (indicating source), ete. Such 
statement should indicate the area in which the applicant proposes to sell the 
property and the class of purchasers (retailers, wholesalers, etc.) which he pro- 
poses to sell, 

“(9) Signing of application. Where the applicant is a partnership, firm, or 
corporation, the application must be signed personally by a partner or duly 
authorized officer. 
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“§ 601.6 Exception in favor of metal scrap. No authorization under this part 
is required and no application need be filed hereunder for the importation of 
foreign excess property in the form of scrap metal or imported for sale or use as 
scrap metal since the Secretary of Commerce has determined that the importation 
of scrap metal would be beneficial to the economy of this country: Provided, The 
importer furnishes an undertaking in a form and an amount prescribed by the 
Treasury Department to insure that none of the property will be diverted from 
use as scrap metal. 

“Approval of applications by Secretary 

“§ 601.7 Approval of applications by Secretary. The authority of the Secretary 
under Sec. 402 of PL 152 and FLC Regulation 8 has been delegated by him to the 
Foreign Excess Property Officer of the Office of Industry and Commerce. Appli- 
cations to the Secretary will be approved by the Foreign Excess Property Officer 
if, upon the facts submitted and other evidence available to him, he determines 
that the importation would (a) relieve domestic shortages or (b) otherwise be 
beneficial to the economy of this country. 

“$601.8 Notice to applicants and to Colleetors of Customs. The applicant 
will fe notified by the Foreign Excess Properts Officer in-writing of the action 
taken on his application. Where the property is in transit to a point in the 
United States or is in control of the Collector of Customs at a port of entry, the 
appropriate Collector will be given a copy of the action taken on the application 
so that he may permit or deny entry of the property accordingly. 


“Appeals and communications 


“$601.9 Appeals. Where an application is denied by the Foreign Excess 
Property Officer in whole or in part the applicant may appeal to the Appeals 
Board of the Bureau of Foreign and Domestic Commerce, Department of Com- 
merce. Appeal should be taken by letter in triplicate addressed to the Appeals 
Board, Bureau of Foreign and Domestic Commerce, Department of Commerce, 
Washington 25, D. C., Ref.: FEP Order 1. The only ground for appeal which the 
Appeals Board will consider is that the Foreign Excess Property Officer erred in 
determining that the importation would not relieve domestic shortages or other- 
wise be beneficial to the economy of this country. If, fellowing the denial of his 
application;the applicant has developed new evidence g@t previously submitted 
to the Foreign Excess Property Officer, he should present such new evidence to 
that Officer for further consideration by him before undertaking an appeal. If 
the applicant so requests, the Appeals Board will grant him a hearing at the 
office of the Board at the Department of Commerce, Washington, D. C. 

“$601.10 Communications. All communications concerning this Order shall, 
unless otherwise stated be addressed to the Foreign Excess Property (ffiver, 
Office of Industry and Commerce, Department of Commerce, Washington 25, 
D. C., Ref.: FEP Order 1.” 


AvuTHoRITY: Secs. 601.1 to 601,10 are issued under Sec. 402 of PL 152, 81st 
Congress, and under Reg. 8, tssued by the Secfetary of State, as amended 
February 10, 1950. 


Issued this 23d day of August 1950. 
Tuomas C. BLAISDELL, Jr., 
Acting Secretary of Commerce. 
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COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, July 2, 1951. 
Hon. HERBERT C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations, 
House Committee on Erpenditures in the Executive Departments. 

My Dear MR. CHAIRMAN: It may be of interest to your committee to be ad- 
vised of current developments on the subject of excise tax on surplus and other 
goods of American origin being returned from foreign countries and sold into 
the commerce of the United States. As you will recall, during the investigation 
carried on by your committee, based on reports furnished by the General Ac- 
counting Office, there was disclosed considerable traffic in the return of American 
trucks, parts, and other wartime surplus goods which have been sold abroad 
and are now finding their way back into the domestic market free of duty 
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as American goods returned. Aside from the other questions developed, the 
failure to pay the excise tax required by the Internal Revenue Code was a 
matter of special coneern to your committee. 

I believe your committee will ‘also be interested in the fact that revenue in 
substantial amounts is being lost to the Government through the failure of 
importers to pay the applicable Federal excise tax on merchandise of foreign 
growth, production, or manufacture which has been imported into this country 
and sold for domestic consumption. 

We are now undertaking, in coperation with the Bureau of Internal Revenue 
and with the comptrollers of customs, to furnish information to the Bureau as 
to the present importers of such goods and it is our present understanding that 
the Bureau is undertaking an intensive campaign to collect the excise tax due, 
No estimate can be furnished at this time of the amount which will actually 
be collected as a result of the inquiry, but based upen the entries examined, it is 
evident that the amount will be very srbstantial There is enclosed for your 
information a copy of the letter which was sent to the Bureau of Internal 
Revenue, and further reports will be furnished your committee from time to 
time as this inquiry progresses, : 

Sincerely yours, 





LINDSAY C. WARREN, 
Comptroller General of the United States. 


Exuipir 92 
DEPARTMENT OF STATE, 
Washington, August 1, 1951. 
Hon. Herserr C. BONNER, 
Chairman, Subcommittee on Intergovernmental Relations of the 
House Expenditures Committee, House of Representatives. 

My Dear Mr. Bonner: | am informed that the committee of which you are 
chairman will interview Mr. Travis L. Fletcher of this office in connection with 
certain allegations made by John Maragon. I believe that a recent report from 
the American Embassy at Paris covering an interview with Alan Braithwaite to 
be pertinent, and, in fairness to Mr. Fletcher, should be brought to your attention. 

Mr. Braithwaite was interviewed by Neil C. McManus, regional security 
officer at the Embassy in Paris, under instructions from this oflice. During 
this interview Mr. Braithwaite stated that he had heard of the allegations made 
by Maragon that he had entertained Mr. Fletcher and that he had given Mr. 
Fletcher a set of Wedgwood china. Braithwaite advised that there was no 
truth whatsoever in these allegations and that he had never attempted to give, 
nor had he ever given, any type of gift to Mr. Fletcher, nor had he ever enter- 
tained him lavishly as Maragon claimed to have heard. sraithwaite added 
that his associate, George Dawson, if interviewed would give the same statement. 

Sincerely yours, 
S. D. BoyKin, Y 
Director, Office of Security and Consular Affairs. 














